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ARMCO First in flying steels 


Thousands of tons of Armco precipitation-hardening 
Stainless Steels have been used in the nation’s finest 
military aircraft, the F-86, F-100, F-102A, F-104, and 
the world’s fastest bomber, the B-58 Hustler. 

Now, a new aircraft steel, Armco PH 15-7 Mo 
Stainless Steel, is ready and waiting for the air weapons 
of tomorrow. It will protect planes and missiles 
from the scorching heat of air friction at terrific speeds. 
Such a steel is vital to the air capabilities of the nation. 


Today the aircraft and missile industry is the sec- 
ond largest user of stainless steel. Armco has served, 
and will continue to serve, this rapidly growing market 
with new and improved steels that will do the tasks 
demanded of them. Supplying special steels like these 
—to enable all industry to produce better products— 
has been the basis of Armco’s steady growth for more 
than half a century. Today, the steels of tomorrow are 
being produced at Armco. 


ARMCO STEEL CORPORATION [inc 


MIDDLETOWN, OHIO 


SHEFFIELD DIVISION ARMCO DRAINAGE & METAL PRODUCTS, INC. 


VW 


THE ARMCO INTERNATIONAL CORPORATION 
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Why do business 
with Merrill Lynch? 


If you own stocks—or plan to— 
that’s just about as fair as a question 
can be. 


Different people may have dif- 
ferent reasons, but here are at least 
some that have made sense to a 
good many investors—our present 
customers. 


CONVENIENCE: A nationwide net- 
work of 118 offices in 106 cities. 


COVERAGE: Membership in every 
major stock and commodity exchange, 
coast-to-coast coverage on over-the- 
counter securities, consistent ranking 
among the top ten in underwriting. 


RESEARCH: A Research Department 
— one of the biggest and best in this 
business—with separate specialists and 
their assistants charged with knowing 
as much as possible about individual 
industries, companies, stocks. 


FACILITIES: Well over 100,000 miles 
of private wire to expedite buy and 
sell orders—a Special News Wire that 
carries an informative flow of invest- 
ment news to each of our offices 8 
hours a day. 


ATTITUDE: No account is too small, 
none too large. Our service is geared to 
your needs—not your pocketbook. 


PERSONNEL: Who reflect this atti- 
tude. 


REPUTATION: Check with your 
banker, lawyer — or any one of our 
competitors. 


Merrill Lynch, 


Pierce, Fenner & Beane 


Members New York Stock Exchange 
and all other Principal Exchanges 


70 Pine Street, New York 5, N. Y. 
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RCA ELECTRONICS KEEPS A RADAR 
“WEATHER EYE"ON YOUR COMFORT ON 
THE GREAT AIRLINES 


Airlines equipped with RCA all-weather radar 
include: United Air Lines (DC-7 above), Trans- 
World Airlines, American Airlines, Continental Air- 
lines, Pan American, Braniff, CAA, Air France, Cia 
Mexicana, Swissair, Sabena, BOAC, Iberia, RAAF, 
Air India, Qantas, Cubana, Karhumaki, Real- 
pata, TCA, Japan Air Lines, rete Do Brasil, 
SAS, Thai 

td., Ethiopian Airlines oaks Airlines. 


Flying into a starless night, the pilot’s vi- 
sion may reach a mere 50 yards. Yet he 
sees a storm brewing 150 miles ahead. 
Within minutes he plots a slight change 
in course and flies a smooth, safe corridor 
through the weather. His passengers com- 
plete their trip in comfort and on schedule. 
Credit RCA Electronics for the “Weather 

* radar that makes all this possible. 
And United Air Lines’ all-radar fleet for 
being first (among 24 leading airlines) to 


use this important development. 

RCA has also produced radar to guide 
ships at sea, and track man-made satellites 
through space. RCA pioneered and devel- 
oped color TV, produced the world’s larg- 
est electronic computer, peanut-sized 
transistors and much, much more. 

Progress like this helps explain why 
RCA means electronics—and why elec- 
tronics means a happier, healthier, more 
secure future for you. 
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MONEY THE SECRET INGREDIENT... In all the pana- 
ceas for solving our problems, the “secret ingredient 
seems to be money which we spend like crazy,” to 
paraphrase a TV coffee jingle. 

Suggestions of ever-mounting expenditures—def- 

icit financing—tax cuts ... are drowning out the 
cautionary note sounded by Chairman William Mc- 
Chesney Martin of the Federal Reserve Board, who 
warns that inflationary injections into our economic 
blood-stream may aggravate rather than alleviate 
our national ills. 
_ Typical of the “spend-us-out-recession” thinking 
is the recommendation made for solving the unem- 
ployment problem by increasing unemployment in- 
surance benefits. Nothing was mentioned about the 
ways and means for correcting the current situation 
or preventing further spread of unemployment. 

If this be the way in which our economic problems 
are going to be tackled, then we are in for some 
pretty bad times. Today already one person in every 
six gets a monthly check from the Government. If 
we increase this number, or the amount of the checks 
~from whom is the Government going to collect the 
money necessary to foot the bill? 

Certainly, the answer does 
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The Trend of Events 


light of the many other “grants in aid” for road- 
building and new schools, to cite but a few items 
outside the enormous defense budget. The tension 
that is growing in relation to such spending is shown 
by the fact that when Senator Knowland last week 
referred to spending projects which could be brought 
into play if business conditions deteriorated—some 
politicians wanted to know why these plans were not 
put into action at once rather than wait to see if they 
were needed. 

The press is full of contrasting opinions of various 
economists, and it is well to remember that what is 
true of scientists, éngineers, physicians and other 
professional experts—is also true of economists. 
Many are able, others are superficial and still others 
are paid propagandists. 

The reasoning behind this philosophy of spending 
now is akin to the thinking of Mr. Reuther, who tells 
us that he is going to demand wage increases in spite 
of the fact that production and profits have turned 
down and total dividend distributions this year are 
likely to fall below those of 1957. He seems to have 
the weird idea that industry can spend like crazy 
for labor in recessionary times without doing harm 

to the business community and 





not lie in tax,cuts which vari- 
ous sources are suggesting as 
a desirable way for stimulat- 
ing consumer buying, for des- 
pite high level consumer in- 
come in the past two years, 
the millions of dollars spent to 





build up sales have proved in- 
effectual_the situation calls 
Hor a new approach. 


nay ‘ regular feature. 
This is particularly true in 





We call the attention of the reader to 
our Trend Forecaster, which appears as 
a regular feature of the Business Ana- 
lyst. This department presents a valu- 
able market analysis of importance to 
investors and business men. To keep 
abreast of the forces that may shape 
tomorrow’s markets, don’t miss this 


the nation as a whole. 

Let us forget Lord Keynes’ 
unsound economic idea of 
spending ourselves into pros- 
perity. The English never 
adopted it and it has cost us 
plenty. Maybe he was influ- 
enced by his wife, Lydia Lopo- 
kova, the famous Russian 
ballet dancer ... Russians use 

(Please turn to page 660) 
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> By JOHN MARTIN — 
we 
non 
THE REAL DANGER OF INCREASING shot 
THE NATIONAL DEBT don 
peo} 
just 
EDITOR’S NOTE: In 1938, Jerome Frank, then Chairman But we also have had tax cuts and continued ex-} wea 
of the Securities and Exchange Commission, stated that penditures that were not vital to the national de| [ 
approximately $300 billion was the maximum debt the  fense or social well-being of the country. The Hoover} pub 
United States could bear. Now, twenty years later we Commission’s final report to the Congress in June} tati 
asked Mr. Martin, an expert in fiscal and monetary 1955 showed many ways of cutting spending which} ticu 
affairs, to appraise the danger of a national debt pre- should be implemented promptly. With an increase} can 
cariously close to Mr. Frank’s “peril point’. in defense spending now unavoidable, we must ask} that 
The article is presented below with only one addi- ourselves: Where do we go from here? What are} 136 
tional comment. Mr. Martin informed the editors that the economic and social effects of a further increase} p 
the deeper he delved into the subject for this article, the in the federal debt? : visc 
more bearish he became. The attitude of economists and politicians on the} p,. 
size of the national debt runs a wide gamut of opin- ning 
ECRETARY of the a. On = one a the 
Treasury Robert B. , ' ’ we have those who claim 
Anderson on a television FOOL'S GOLD \ that a large public debt ry 
interview the other day {\\)j '{! '//// \ \ ae 6s is a national asset rather} sp. 
admitted, after a consid- \ j vA atl I than a liability, and that exp 
erable amount of prod- QUT A / SAN / continuous deficit finane} jp, , 
ding, that he does not ( f ing is essential to the a8 | 
absolutely rule out the ) a? / economic well-being off j., 
possibility of a $8-10 bil- the country. These pe} joo, 
lion deficit as a result of ple say: “As long as the} oy 
our catching up with debt remains internal, is rate 
Russia’s military prog- held by financial institv-} jn, 
ress. He made it quite tions and individuals in} }, | 
clear that he does not America, we cannot! gon 
expect any red figures of really speak of a debt it poit 
that magnitude. How- the true sense of the yea! 
ever, an increase in the word. We owe it only to 7 
statutory federal debt ourselves.” 
limit from $275 to $280 Fortunately no publi a 
billion is almost certain official in any responsible “e 
to be passed by Con- position subscribes M4 é 
gress. The budget sub- this theory. Both Demo oe 
mitted by President cratic and Republican os 
Eisenhower for the fiscal administrations in recent The 
year ending June 30, years have _ repeatedly P “ 
1959 anticipates a sur- committed themselves toy SU" 
plus of nearly one half >> bic a balanced budget. As * P 
billion dollars. A ma- Peels far back as August 194l, ae 
jority of economists con- mav™| when the debt first obli 
sider this estimate not started to mount, Secre will 
realistic and expect a ie a tary of the Treasury 
deficit of $2.5-$3 billion, Pratt in The Sacramento Bee} Morgenthau testified be} A 
unless business condi- fore the Senate Finantt 
tions improve materially, soon. Committee: “The defense program is an absolute 
These developments raise the spectre of a further necessity. It must be paid for. In so far as possible) 
increase in the national debt to a level approaching it should be paid for now. Borrowing should be kep! 
its all-time high of about $280 billion in February to a minimum to maintain our fiscal strength. Tht 
1946. This is indeed a disturbing prospect when rise in the Federal debt means merely that the tat hana 


taking into account that the intervening period saw 
the greatest economic boom in the history of the 
country. During the past decade the debt should 
have been materially reduced. It is true that na- 
tional security, especially the Korean War, has 
claimed a major portion of government spending. 


payers’ burden is being postponed—that both prin¢: 
pal and interest must be paid later out of highe 
taxes collected at a time when they may be hardeé 
to pay and less willingly paid than now.” : 
President Eisenhower has repeatedly stated hi 
conviction that we must start reducing the debt t 
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maintain our fiscal integrity. Even the so-called 
liberal economists who see nothing wrong in a large 
ublic debt admit that in times of business pros- 
perity it should be reduced. Under the compensatory 
budget system proposed by these spokesmen large 
deficits should be incurred in times of declining busi- 
ness activity, which are to be “compensated” by 
surpluses when the cycle swings upward again. So 
we see that in principle almost all shades of eco- 
nomic and political opinion agree that the debt 
should be reduced at some time. This has not been 
done due to an unwillingness on the part of the 
people to make sacrifices—to political expediency—or 
just because the spirit was willing but the flesh was 
weak. 

In an attempt to evaluate the effects of our large 
public debt it is almost impossible to make a quanti- 
tative approach. We just do not know at what par- 
ticular level the debt becomes too burdensome. We 
can relate the debt to the national income, and see 
that it is now about 82% of the latter as against 
136% in 1946. 


Professor Alvin H. Hansen, special economic ad- 
visor to the Board of Governors of the Federal 
Reserve System and the National Resources Plan- 
ning Board during World War II, and a believer in 
the desirability of a large public debt, pointed out 
that the limits of safety will depend on a number 
of factors. He cites the level of the national income, 
the kind of taxes levied, the types of government 
expenditures made. He suggests that the debt may 
be as high as twice the national income. He cites 
as proof for this contention the fact that the Brit- 
ish debt has on two occasions—in 1818 and 1923— 
been twice the size of the British national income. 
However the 1818 figure is probably not too accu- 
rate and 1923 saw a very sharp drop in the national 
income, so that certainly a debt of this size would 
be quite unprecedented and probably too burden- 
| some. $300 billion has been mentioned as a peril 
point for the United States federal debt in recent 
years. 


The qualitative approach to the public debt prob- 
lem will yield more satisfactory results. In the first 
place a debt increase is definitely more inflationary 
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when it is monetized, i.e., when Treasury obliga- 
tions are sold to commercial banks, causing an im- 
mediate increase in the money supply. It is impor- 
tant to keep in mind that there may be a time lag. 
The debt may be increased when inflationary pres- 
sures have subsided, such as the present time, when 
a potential increase in the money supply does not 
cause prices to go up. Unless promptly retired when 
business conditions improve again, any short term 
obligations, even when not sold to banks initially, 
will exert strong inflationary pressure. 


Another danger of a large debt is that ever in- 


creasing interest payments make the budget less 
flexible. The current debt requires interest payments 
of $7.9 billion annually. This is more than the $7.6 
billion average annual total government expendi- 
tures in the period 1934-1939. The role of the fed- 
eral government in the economic life of the nation 
is thus becoming larger all the time. A big debt 
means big government. 

From a purely economic standpoint it is also nec- 
essary to differentiate between the different types 
of expenditures made from the proceeds of new 
indebtedness. A long-term bond issue floated to pay 
for capital spending such as highway construction 
or similar potentially self-liquidating projects is 
economically speaking more desirable than a deficit 
incurred by government expenditures for goods and 
services which do not add to the wealth of the na- 
tion and compete with available goods and services. 

Analyzing the recently submitted budget, it be- 
comes apparent that there is little hope in avoiding 
a further increase in the debt. The spending at this 
particular time can hardly be curtailed. 64% of the 
proposed expenditures are for arms and foreign 
military aid. Another 11% is for interest payment. 
What can be done now to reduce the potential dan- 
ger inherent in a further debt increase? For one 
thing we must make the public aware of this dan- 
ger. Unfortunately there is still a lack of interest 
and understanding among many people in this sub- 
ject. It might be a good idea to investigate the pos- 
sibility of mandatory retirement of the public debt 
when economic activity reaches a certain level. Leg- 
islation similar to the Full Employment Act might 
be feasible in this respect. Another important step 
would be still better care in debt management. This 
will include lengthening the maturity of the debt 
as much as possible. A very worth-while step in this 
direction has just been taken with the refunding of 
the current debt maturities. 

We have seen that it is difficult to make a wholly 
convincing case for or against a large federal debt 
per se. An increase in the debt to $280 billion or 
even $300 billion can at least temporarily be sup- 
ported by the presént level of national income. The 
important thing to remember, however, is that while 
an increase in the debt is sometimes needed for eco- 
nomic or national survival, as at the present time, 
its subsequent reduction is invariably hampered by 
political pressure, the temptation to lower taxes 
first, and lack of understanding of the issues in- 
volved. Unless this issue is made abundantly clear 
to people in all walks of life, we shall drift into the 
direction of an ever-increasing public debt. Even- 
tually its size could constitute a grave danger to our 
economic, social and political life. We must create 
a public awareness of this matter, so that a reduc- 
tion in the public debt will take place wherever pos- 
sible in the future. 
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Obstacles Market Must Hurdle 


Although not yet decisive, the performance of the market over the last fortnight could mean 
that the major portion of the beginning of the year upswing is now behind us. A normal 
recovery has been virtually completed, but now the market will have to evaluate first half 


earnings and dividends prospects. A cautious investment policy remains in order. 


By A. T. 


The “beginning of the year” rally was ex- 
tended through most of the last fortnight, carrying 
the industrials to a new inter-day high of 459.79 
before a sudden sell-off erased all of the gains for 
the week of February 3rd. At the high the market 
had recovered approximately 41 per cent of the 
ground lost since July leading to the conclusion that 
the “normal” recovery from the fall sell-off has been 
virtually completed. 

Action of the industrials continues to be dominated 
by stable earnings and dividend performers—and the 
utilities, maintaining their steady pace, advanced 
for the seventh consecutive week, despite the first 


MILLER 


slowdown in electric power consumption in several 
years. The Dow-Jones utility average incidentally, is 
still below its high for the year, but the MWS utility 
index scored a new high last week. 

Rails declined for the third week running, despite 
occasional optimistic statements from industry off- 
cials and the ready ear Congress is lending to the 
carriers’ plaints. 

The strong action of the industrials, despite the 
sell-off in the latter part of last week, is in sharp 
contrast to the state of the nation’s business, and is 
difficult to justify on the basis of earnings and div: 
dend prospects. Even assuming that annual state 

ments, first quarter earnings and some 
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MEASURING MARKET SUPPORT 


“THE MARKET IS A TUG-OF-WAR . .. CONSTANTLY SHIFTING SUPPLY & DEMAND 
PRODUCES THE FLUCTUATIONS” THE MAGAZINE OF WALL STREET 1909 








dividend cuts had been adequately dis- 
counted, the fact remains that some 
formidable obstacles still lie ahead. Thus 
the higher the market extends itself into 
the heavy supply area between 455 and 
460, the more vulnerable it will be ti 
sharp setbacks. 


The Pattern Ahead 
It may well be that the most trying} 


hurdle the market will have to overcome 
during the next several months will be 





the spate of bearish statistics that many 
. businessmen and investors assume is 
already past history. The capital spent: 
ing slowdown, for example has bee 
extremely current news since last Octo 
ber, leading many to conclude that 
spending has actually dwindled. 

The facts are, however, that through 
the fourth quarter of 1957 capital spent- 
ing was still on the rise in many indus 
tries, and held steady for the econom) 
as a whole. Thus we have yet to expel’: 
ence an actual decline in the rate 
capital spending. Although in all prob 
ability the slowdown will show up 2 
first quarter figures when released. 

Surprising as it may seem, despite thé 
mounting indication of a business slow; 
down through much of 1957, invel 
tories continued to build up moderatell 
through the second and third quartel 
By the fourth period, however, whet 
the pattern of recession had becom 
obvious to all, inventories turned aroun 
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sharply from a $2 billion 
accumulation rate in the 
third quarter to a $3 bil- 
lion liquidation rate in the 
last period of the year. 
The $5 billion change in 
inventories accounted for 
almost all of the fourth 
quarter drop in Gross Na- 
tional Product from a $439 
billion annual rate to $433 
billion. 

This turnabout undoubt- 
edly accounts for a good 
deal of the optimism re- 
flected in the stock mar- 
ket, since a lower level 
of inventories brings re- 
ordering closer at hand. 
The only trouble with this 
line of reasoning is that 
inventories are only ex- 
cessive or not in relation 
to sales, and unless sales 
remain steady or pick up, 
there will be no need for 
reordering. 

In this light, the pat- 
tern of capital spending 
cuts and rising; defense 
outlays, and the extent to 
which they counterbalance 
each other, will hold the 
key to the much heralded 
mid-year upturn. Between 
now and June-July the 
major portion of the de- 
clared cuts should begin to 
be made. Already, however, new ones are cropping 
up. The steel industry recently estimated a 40 per 
cent cut in new plant outlays this year, and the 
utility industry will watch the trend of business 
closely before steaming ahead with its record ex- 
penditures. 

On the other hand, defense spending, which hit 
a low in the July-September 1957 quarter and began 
to pick up in the fourth quarter, will accelerate 
rapidly in the next few months. Predicting the 
extent to which the two will offset each other is a 
tricky matter, however. Undoubtedly new defense 
contracts will pump additional sums into the hands 
of consumers, who may or may not be willing to 
Spend as readily as before. But for industry, much 
of the new business can be handled with existing 
facilities, indicating that for the time being, at least, 
defense spending is not going to reverse the down- 
trend in capital spending. 





Balance of Investment Sentiment 


Allin all, investment sentiment has been in a state 
of precarious balance, with speculative interests giv- 
ing the bullish side slightly the better of the argu- 
ment since the beginning of the year. But the balance 
has been maintained on a pretty flimsy base. Against 
mounting evidence of business deterioration is placed 
the firm conviction that Washington will do more to 
stimulate the economy. 

Actually about the only thing left to be done, short 
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of an all-out pump priming campaign is to cut taxes. 
But there is a growing doubt that even a tax cut will 
accomplish the miracles expected. It should be re- 
called that a general cut in 1945 and again in 1954 
gave a strong fillip to the economy. But the 1948 
reduction, which applied solely to individuals, did 
little to stimulate business. And most of the plans 
today call for greater individual cuts than an easing 
of the business tax rate. 

Moreover, even if a cut should be general, the 
excessive productive capacity now plaguing industry 
could forestall any quick upturn in capital spending. 

It seems clear then, that there are still a substan- 
tial number of stumbling blocks in the way before 
business can renew a dynamic upward course. Even 
if the recession should bottom out by mid-year—and 
there is no assurance that it will—the lower level of 
activity coupled with high costs and generally low 
corporate liquidity, is going to keep earnings and 
dividends from making spectacular news. Investors 
would do well to take note of the January dividend 
experience. Omission and cuts were the highest for 
any month since August 1949. In all 15 corporations 
passed their dividends, compared to three omissions 
in January 1957, and 29 pared their payments, 
whereas only nine companies lowered dividends a 
year ago. With the poor first quarter results still to 
come, more of the same seems in the offing. A cau- 
tious approach to securities, and a partially liquid 
investment position is still in order. 

— 9:00 A.M., Monday, February 10, 1958 
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BY HAROLD M. EDELSTEIN 


@ With monotonous consistency, the steady flow of 
1957 annual reports are confirming the current re- 
cession. If taken at face value, of course, earnings 
for the entire year don’t measure up badly. As a 
matter of fact, a number of important companies, 
and many lesser ones as well, scored improvements 
over their 1956 results, and many more at least 
matched last year’s figures. But a study of fourth 
quarter sales, earnings and profit margins tells the 
real story of how industry is faring currently, and 
—— it has to look forward to in the first half of 
1958. 

In a sense, the fourth quarter represents the cul- 
mination of the faltering economic patterns observ- 
able, and pointed out frequently throughout 1957 in 
The Magazine of Wall Street. As early as the first 
quarter of last year we pointed out the rapidity with 
which profit margins were narrowing, and before 
that, in special stories the budding spectre of over- 
capacity and the debilitating effects of low corporate 
liquidity were cited in these pages as warning 
signals. 

As the year progressed, the pattern of deteriora- 


612 


APPRAISING 
YEAR END 

CORPORATE 

STATEMENTS 


—And First Quarter Trends 


PART Il 


tion became more readily apparent, as in each past 
ing quarter only the larger and more diversified 
units in most industries were able to maintain theif 
profit margins. By the last quarter, however, the 
big fellow too was having his troubles, even if he 
was capable of withstanding the shocks more easily. 

Thus, by year end such giants as Standard Oil of 
New Jersey, Johns-Manville, Union Carbide ané 
Rohm & Haas had seen their margins drop below 
year earlier levels. In each instance the specifie 
causes are peculiar to the company or its entire il 
dustry, but in general American industry’s trouble 
today can be wrapped up in a few easy to under 
stand concepts: too much productive capacity, rising 
costs, and more reluctant buyers for finished 
products. 


A Case in Point 


The steel industry, although it may be more & 
treme than some other cases, puts the picture 2 
sharp focus. As expected, U.S. Steel and Bethlehem, 
the two major producers, bettered their 1956 re 
ords. Big steel reported net earnings of $7.33 pé@ 
share for the year against $6.01 in 1956 in the fae 
of a moderate sales increase. Most impressive I} 


THE MAGAZINE OF WALL sSTREéEl 









cqqottuvvnvwnvnraxzawvwvyvoOowmwZ ese BM KZ ee STK TF TOO™M™™oAaq ZC rb Prt | 





<ssc 


| an | 





‘eomeaes 


U.S. Steel’s showing was the widening of profit 
margins to 9.4 per cent from 8.2 per cent a year 
ago. Certainly the company turned in an excellent 

ear. But as an indicator of what lies ahead the 
full year report is practically useless. 


S 6First of all, earnings for the year are heavily 
weighted by the exceptionally fine results in the 
frst quarter when momentum kept output booming 

at close to capacity levels and secondly, third quarter 

earnings were strikingly better than in the previous 
year because of the industry-wide strike during the 
gummer of 1956. In the light of these two extraor- 
dinary factors the only figures of real significance 

‘at the present time are those for the fourth quarter 

of 1957, and even these don’t reveal the actual state 

‘of early 1958 performance. For steel] operated at 

15% of capacity in the last three months of the year, 

while through most of the first quarter of the pres- 













and $1.83 in the comparable quarter of 1956, the 
earnings outlook for the opening of 1958 seems un- 
promising indeed. 

For the two major companies, however, the situa- 
tion is not too bad. Both can vary their product-mix 
sufficiently to take advantage of the most profitable 
markets—and both can shut down inefficient, older 
plants in favor of modern units that can operate at 
lower break-even points. The smaller, or more spe- 
cialized steels are not so fortunate however, and 
several] have already shaved dividend payments or 
prepared stockholders for that dismal eventuality 
in the near future. 


Already on the casualty list are Detroit Steel, 
Plymouth Steel and Granite City, and the first 
quarter is sure to witness additional curtailments. 

Chief culprit in the poor showing and current 
performance of the steel companies is lack of de- 


































ent year the operating rate has been between 55 mand. But when coupled with a rigid wage struc- 
and 65 per cent of capacity. ture, mounting transportation and material costs, 
In light of the fourth quarter drop in earnings and the competitive problem of absorbing shipping 
to $1.56 per share from $1.70 in the third period charges for some customers, the impact of reduced 
Comparative Sales, Earnings & Net Profits of Leading Companies 
Net Sales —Net Profit Margin— 
1956 1957 1956 1957 ——Net Per Shore—- ———————Net Per Quarter 1957. 
(Millions) %, % 1956 1957 Ist 2nd 3rd 
I ii lic cand $ 169.8 $ 189.9 92% 86% $432 $435 $1.16 $1.02 $1.10 
Allied Chemical & Dye ooo............ccccccse 668.9 683.0 7.2 6.3 4.74 4.37 1.01 1.22 1.09 
ih RET 761.8 776.7 8.6 7.8 6.03 4.59 1.29 1.25 1.19 
Atlantic Refining ................ccccsesssssseeeesen 544.8 565.9 8.6 6.3 5.11 3.82 1.61 1.14 Al 
| ea 67.0 69.9 6.2 5.9 5.61 5.49 1.24 1.42 1.36 
Bethlehem Steel oo.........cccccccsssssssssseeseessee 2,326.7 2,603.7 6.9 7.3 3.47 4.13 1.24 1.09 86 
TT 307.8 317.7 2.9 2.7 1.97 1.91 58 58 AT 
Crown Zellerbach ...............0::ccsessseeeeseseee 462.5 460.9 108 8.2 3.53 2.66 66 65 72 
Endicott Johnson ........... 151.3 146.0 1.8 1.7 3.06 2.77 a 191... 
Freeport Sulphur ........................ 68.0 63.2 19.6 20.5 5.35 5.19 1.27 1.39 1.21 
aces cpnishiscnteniaapniek 2007 ll... 15.7 3.40 2.80 75 65 79 
Granite City Steel .......... 137.1 123.7 11.0 8.0 7.05 4.64 1.59 1.33 75 
| Hercules Powder ........... wes 235.9 245.2 7.5 7.4 2.13 2.14 48 55 59 
Il Ideal Cement ooo... econ... ; 77.6 782 19.2 18.5 4.32 4.15 59 1.00 1.38 
i. |? 727.1 763.9 7.2 7.7 9.34 10.34 2.59 2.68 2.36 
RY IE MINED, oo. .scscscssnsssssesssnscesooses | er 7.4 4.03 4.25 1.26 1.00 88 
Johns-Manville o.oo cess 310.3 308.2 8.0 5.7 3.79 2.48 Al 79 80 
1 pass} || Jones & Laughlin Steel... 742.6 837.5 6.0 5.4 6.63 5.65 1.89 1.85 1.46 
pi Kennecott Copper ..................... 567.0 467.9 25.2 16.9 13.23 7.32 2.57 1.99 1.45 
arsified) || tiggett & Myers... 564.9 570.3 46 49 6.39 6.85 1.29 1.91 1.92 
n their} |} Monsanto Chemical o0.0...0.....0..cccccccceceeeoee 541.8 567.1 7.1 6.5 1.80 1.68 54 50 Al 
or, the || National iBseuit cece 410.4 424.5 4.9 5.1 2.90 3.18 68 76 83 
1 if hep || National Steel .............. 664.2 640.9 79 7.1 7.09 6.13 1.82 1.70 1.08 
} i, 274.9 15.0 3.14 3.16 96 73 74 
easily. Owens-Corning Fiberglas 161.1 163.3 6.0 5.5 1.57 1.36 36 38 37 
Oil off} Pfizer (Chas.) & Co. ........ 178.3 207.1 10.2 10.1 3.36 4.22 1.01 84 1.01 
le andg|| Philip Morris... 386.1 408.8 3.7 3.8 4.08 4.50 80 1.20 1.22 
Delow! || Phillips Petroleum 0... coc 1,033.3 1,135.0 9.2 8.4 2.77 2.80 83 73 61 
. | 1,244.2 1.227.2 7.2 6.9 5.83 5.45 1.81 1.60 1.29 
specific Rohm & Haas ccc ccceene 164.0 174.0 9.8 8.9 14.76 1432 3.88 3.94 3.12 
tire IB} Ruberoid Co. oe ccc cee 76.3 81.0 5.6 5.9 2.90 3.25 45 83 1.21 
roublest || St Regis Paper ......... 369.0 360.0 6.8 5.8 3.04 2.50 65 60 50 
under Shell Oi! 1,635.4 8.3 4.49 4.46 1.37 1.12 1.01 
Standard Oil of No Je cece see 7,281.8 7,972.0 11.1 10.0 4.05 4.11 1.29 1.04 88 
, rising Sunray Mid1Continental Oil 335.8 373.4 13.4 15.1 2.40 3.04 89 96 59 
inishelll | Sunchine Scots... 168.9 181.5 42 42 6.15 663... 3.011 1.72 
Sutherland Paper ........ 64.6 61.0 6.3 5.1 3.85 2.93 97 83 65 
Timken Roller Bearing prenwseacds 214.4 205.12 10.1 aus 4.50 3.882 1.32 1.22 71 
Union Bag-Camp ig Corp. . 163.0 160.7 13.2 11.2 3.02 2.49 67 .60 60 
Union Carbide Corp. 1,324.5 1,395.0 11.0 9.5 4.86 4.45 1.18 1.13 1.13 
ore OX ]) U.S. Steel PEED 4,228.8 4,413.8 8.2 9.4 6.01 7.33 2.03 2.04 1.70 
ture I Westinghouse Electric sen eM RCAES 1,525.3 2,009.0 B 3.6 10 4.18 82 95 1.07 
ilehemp || Wheeling Steel . ne. 259.5 249.7 6.8 4.8 8.20 5.32 2.12 1.23 66 
5G ret Youngstown Sheet & Tube _. 684.0 688.2 6.3 6.1 12.62 12.35 3.09 3.29 2.88 
33 pee 
he face 16 months. 2—Estimated. 
sive il 





TREERFEBRUARY 15, 1958 





613 














buying is much greater than might be supposed at 
first glance. 

In an effort to disguise the full effects of the 
fourth quarter decline a few companies have re- 
sorted to bookkeeping gimmicks. Carpenter Steel 
failed to consolidate the losses of one of its subsid- 
iaries, several companies drew down tax reserves, 
and even U.S. Steel appears to have charged off less 
depreciation than expected. 


Inflated Earnings 


In general, fourth quarter earnings are the most 
difficult to appraise, first because many companies 
do not publish these results separately, and next 
because year-end adjustments of various kinds are 
invariably included in the figures for the final period 
of the year. Thus Jones & Laughlin, by year-end 
apparently felt it had been reserving too much for 
income tax liabilities during the course of the year 
and cut its reserve substantially in the last quarter. 
Even then, however, net for the period came to only 
91¢ per share versus $1.60 a year earlier. 

Other companies are reporting earnings now that 
compare with prior years in which heavy rapid 
amortization charges were used to offset earnings 
and tax liabilities. The absence of these heavy 
charges inflates income today, but increases the com- 
pany’s taxes and saps its vital cash position. Since 
rapid amortization is scheduled to expire in 1959, 
more and more companies are confronted with this 
problem now. If they used their depreciation funds 
to pay off the new facilities, they are in good shape. 
If not, the expense of paying for new plant and 
equipment in face of declining sales and earnings 
can seriously affect the corporation’s financial status. 

Year-end adjustments don’t have to work to the 
stockholders’ disadvantage, however. Reynolds (R. J.) 
Tobacco, for example, reported a rise in full year 
earnings to $6.15 per share from $5.91 in 1956, but 
profits would have been considerably higher if it 
weren’t for a change in accounting procedures which 
saved the company, and its stockholders, $1.38 per 
share in federal income taxes. 

Similarly, Minneapolis-Moline and several other 
companies wiped out capital losses in 1957, and 
although earnings were adversely affected, subse- 
quent tax benefits may work to the stockholder’s 
advantage. 


Some Excellent Returns 


Despite the general pattern of lower sales, earn- 
ings and profit margins, some companies in selected 
industries performed exceedingly well. The stable 
food processing group continued its upward course, 
as illustrated by National Biscuit which raised its 
earnings to $3.18 per share from $2.90 the year 
before and widened profit margins from 4.9 per cent 
to 5.1 per cent. 

More surprising, however, was the performance 
of Ruberoid. In a year of slower building activity, 
the company’s aggressive home repair sales policies 
paid off handsomely. Sales rose to $81 million from 
$76.3 million a year ago, profit margins improved, 
and net per share advanced to $3.25 per share from 
$2.90 in 1956. 

By contrast, Johns-Manville, a major producer of 
building supplies suffered a slight dip in sales, a 
precipitous drop in profit margins from 8.0 per cent 
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to 5.7 per cent and a slide in earnings to $2.48 per 
share from $3.79 last year. Most significantly, how. 
ever, was the small 47¢ per share earned in the 
fourth quarter. 

About $2 million of the $7.5 million drop in net 
earnings is attributable to developmental costs of 
the company’s new asbestos mine in Canada, but 
most of the decline was caused by price weakness 
in some of the most profitable lines and the inabil- 
ity to offset rising wage costs. 

Looking to the year ahead, both of these com. 
panies place great hopes in a pick up in the building 
trades, but in all likelihood homeowners will prob. 
ably be more interested in home repairs than ip 
new houses. Under the circumstances, no significant 
change seems in the offing for either company. 


Drugs Stand Out 


Outside of the traditionally stable groups, the 
drugs continue to pile one good year on top of 
another. 

Chas. Pfizer & Co. had a particularly impressive 
1957 and was gaining momentum as the year drew 
to a close. Sales crossed the $200 million mark, a 
new record for the company and net earnings also 
climbed to a high of $4.22 per share from $3.36 a 
year earlier. Moreover the fourth quarter was the 
best of the year, with earnings jumping to $1.36 
per share compared with $1.01 in the first and third 
periods and 84¢ in the second three months of the 
year. 

During the course of 1957 over $10 million, or 
about 5 per cent of sales was spent for research but 
the company’s financial condition continued to im- 
prove, enabling the directors to raise dividends for 
the seventh consecutive year. 


Not so fortunate were the chemical companies} 


however. Union Carbide, one of the giants of the in- 
dustry, and a company with excellent cost control, 
nevertheless absorbed an 8.5 per cent earnings drub- 
bing after a 5 per cent drop in sales. 

Slower demand for some key products contrib- 

uted to the lower performance, but much of the 
drop in profit margins is attributable to the strike 
earlier in the year in the company’s Linde Air Prod- 
ucts Division. The drop in net to $4.45 per share 
from $4.86 in 1956 is not serious in this light, but 
it does indicate that the major chemical companies 
are making little progress, even if they are holding 
their own. 
_ At first glance, Allied Chemical appears to have 
improved its position. Sales advanced about 2 per 
cent from a year ago and net income climbed t 
$5.16 per share. However, 79¢ of that figure repre 
sents a non-recurring profit from the sale of 184,600 
shares of U.S. Steel. Without the extraordinary 
item, profit margins slipped to 6.3 per cent from 
7.2 per cent, and net per share from $4.74 last year 
to $4.37 in 1957. 


Some Oddities 


1957, as any other year, was not without its curi- 
ous doings. Gillette, for instance, long associat 
with men’s razors suffered an earnings decline @ 
60¢ per share because of a change on women’s hail 
styles. A few years ago, in a move to diversify it 
operations Gillette acquired the Toni Division, # 
producer of women’s wave lotions, for a sizeable 
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CORPORATE PROFITS 





ever, the influence of the 


BILLIONS OF DOLLARS 





BILLIONS OF DOLLARS 





short, straight Italian wom- 
en’s haircut caused a sharp 
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drop in sales and the conse- 

quent drop in earnings. 
Probably the strangest re- 

port comes from the Foster- 
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Wheeler Corporation. On Jan- 
uary 27, 1958, after reporting 
highly successful results 
through the first three quar- 
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ters of 1957, the directors 
omitted the usual dividend 
payment. The company ex- 
plained that most of its busi- 
ness is “long-cycle” produc- 
tion and subject to periodic 
revaluation to see if cost and 
profits estimates have been 
realistic. In effect, said the 
company, they have not been 
-and that instead of profiting 
from the business they are 
now doing, losses are actually 
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being incurred on a number 
of projects. President Millis estimated that the 
losses would be sufficient to wipe out all previously 
reported profits for the year. At the end of the first 
nine months these had amounted to $2.24 per share 
compared with $1.11 in the same period of 1956. 

The company has not yet released its formal re- 
port, but on the surface its statement makes strange 
reading. While claiming losses on existing business 
because of poor estimating techniques, the company 
nevertheless boasts of a $300 million backlog which 
it hopes will improve the earnings picture. No in- 
dication is given, however, that estimates on the 
backlog are any more accurate than on the previous 
contracts. 

Actually, our guess would be that the company 
has poured a fortune into its atomic energy pro- 
gram, only to find now that the promise of profits 
are still a long way off. It is no secret that many 
firms are contemplating withdrawing from the 
atomic energy field because the actual market po- 
tential is lacking today, even though the ultimate 
future holds great promise. Perhaps by writing off 
the atomic “speculation” in 1957, Foster-Wheeler 
might be able to improve its earnings picture in 1958. 


Other Results 


With the exception of several] outstanding reports 
and the few oddities, most earnings statements fall 
in line with general expectations. Kennecott Copper, 
which suffered all year long from the steadily weak- 
ening copper market, reported a $100 million drop 
m sales and net income of $7.32 per share against 
$13.23 a year ago. Most significantly, however, re- 
sults were still on the downgrade in the last quarter, 
when net slid to $1.31 per share from $2.46 a year 
earlier. Moreover, after a brief period of stability 
In foreign markets the price of copper continues 
under pressure even though substantial production 
cut backs have been instituted in every producing 
country. The sharp drop in profit margins from 25.2 
per cent of sales in 1956 to less than 17 per cent is 
a grim reminder of the debilitating effect overcapac- 
ity can exert on company operations. 
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On the other hand Freeport Sulphur, a long term 
favorite of institutional investors justified some of 
that faith in 1957. Despite the overcapacity in the 
sulphur industry and the growing competition be- 
tween American and Mexican producers which 
sorely affected the industry’s price structure during 
the year, Freeport performed well. Sales dropped 
from $68 million in 1956 to $63.2 million last year, 
but profit margins improved enough to keep the 
earnings decline to a modest 16¢ under the $5.35 
per share earned in 1956. 

Working to Freeport’s advantage was its diversi- 
fication in the oil and metals industries, which 
earlier in the year contributed substantially to earn- 
ings. In the year ahead, however, with all of these 
industries showing weakness, the company may be 
hard pressed to maintain its enviable record. 


What Happened to the Oils 


The problem of overcapacity was a particularly 
trying one for the oil industry in 1957. After ex- 
panding output well beyond normal to meet the fuel 
needs of Western Europe during the Suez crisis, the 
industry was hit by a double-barrelled shock. The 
first, a rapid decline in export demand after Suez 
was pretty much expected. But the decline in the 
normal growth trend of petroleum products con- 
sumption in the United States was a distinct blow. 
As a result the increases in crude prices placed in 
effect during the crisis were under pressure most 
of the year, as the demand for refined products 
slackened. 

Standard Oil of New Jersey, which has been en- 
joying a series of exceptionally fine years, barely 
managed to better 1956 results last year despite a 
very strong first quarter. Revenues advanced to 
almost $8 billion for the year, but a one percentage 
point drop in profit margins held net income to a 
— 6¢ advance over the previous year’s $4.05 per 
share. 

Company officials view the future with optimism 
and intend to spend over $1.25 billion in 1958 on 
capital expansion and (Please turn to page 645) 
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@ If you are fond of contemplating contradictions 
and looking for the rationale behind them—study the 
world oil industry. Its motto seems to be something 
like this: ‘“‘We are faced with a world-wide long-term 
oil surplus; therefore, we must spend more money 
than ever to search for new oil fields, preferably in 
virgin territories.” 

Yet as we shall see, there is sound reason beneath 
this apparent Alice-in-Wonderland logic, which on 
the surface, makes little sense. The free world’s oil 
surplus is of major proportions, with each one of the 
world’s ten leading oil producing countries having 
considerable spare producing capacity, enabling it to 
easily increase its output on very short notice. The 
United States alone has a rated capacity of over 10 
million barrels daily, compared with a current output 
of less than eight million. Venezuela produced three 
million barrels daily last June, while at present it is 
down to 2.5 million, despite the fact that many new 
discoveries have been made since then. And in the 
Middle East, production in 1957 increased by a mod- 
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@ Where big oil is expand- 
ing its interests 





@ The newcomers in the 
field — American and 
Foreign 


@ Steps to be taken to pro- 
tect interests—and coun- 
teract maneuvers and 
obstructions in the Mid- 
dle East and Elsewhere 


BY JOHN H. LIND 


est 4.5 percent, compared to gains of more than 10 
percent in most previous postwar years. The same 1s 
true of Canada whose current production is actually 
slightly below that of a year ago. 

In addition to excess producing capacity which 
could be turned on at once, recently discovered addi- 
tional reserves in most major oil countries, except 
the United States, would also permit the develop- 
ment of a much higher ratio of output to reserves 
than exists presently. 

Why, then, do the oil companies persist in looking 
for more oil in new areas? The answer is sometimes 
given that the ever-growing demand for oil requires 
a continuous search for new supply sources. But this 
is not satisfactory. By concentrating their entire 
search effort on their presently held areas in the 
Middle East, Venezuela and Indonesia, the oil indus 
try could supply the entire world with relatively 
low-cost oil ad infinitum. 

The reason this is not done lies both in the 


THE MAGAZINE OF WALL STREET 





si 





ZZ 





and- 


. the 


and 


oun- 

and 
Mid- 
here 


in 10 
me is 
ually 


rhich 
addi- 
ccept 
elop- 
Tves 
king 
imes 
uires 
this 
ntire 


dus- 
ively 


the 


PE ET 























































































SS SS SS See SS ene 
World Oil Statistics 
COUNTRY RESERVES WELLS PRODUCTION-————————-_. —_ -_ -____REFINING-_ 
Total 1,000 bbi. Per cent Cum. bbl. No. ——Cap., 1,000 B /D—— 
Proved bbl. producing Drig. per day differ. in 1,000’s oper. Crude 
(1,000’s) 7-1-57 12-1-57 for 1957 1956 to 7-1-57 refrs. distillation Cracking 
EUROPE AND AFRICA: 
Pr cicscsseaieciscncsnsagsscasianens 500,000 0 24 0.2 — 66.6 2,395 0 0 0 
IIE scsciccessscs 350,000 3,000 32 60.0 ee «(wisn 9 46.9 11.0 
Belgium 0 0 0 0 t) 7 162.9 25.3 
Denmark 0 1 0 0 0 3 0.6 0 
East Africa o 5 0 0 0 0 0 0 
Egypt 179 6 42.5 30.8 218,263 2 75.0 9.2 
Finland 0 0 0 0 0 1 18.0 6.0 
France 433 34 27.8 33.7 52,145 13 633.6 156.3 
West Germany .................... 3,032 81 76.2 11.7 217,644 25 357.2 80.5 
path ISR a ed 0 0 0 0 0 0 1 30.0 0 
Italy (inel. Sicily) .............. 200,000 450 43 24.3 129.0 12,935 36 580.5 77.0 
Ear: 0 0 2 0 0 t) 0 0 
Merecce .............. 9,000 96 2 1.5 — 25.0 5,667 1 2.3 1.8 
Netherlands 115,000 306 3 26.5 27.4 56,453 2 349.0 95.0 
SIE, (axsab sas bs iste sien sconssncoand 0 0 0 0 0 0 1 1.8 0 
En 0 0 1 0 0 0 1 22.9 10.6 
NTN 6 cs.ccusccscscssasennes 0 0 0 0 0 0 1 21.1 97 
Ros ohea xe iswcsboknnsshaée 0 ty) 3 t) 0 0 3 132.7 3.5 
Sweden 0 0 0 0 0 0 4 47.5 1.0 
Tunisia 0 0 1 0 0 0 0 0 0 
ra ees 65,000 20 10 6.1 8.9 4,382 1 6.9 3.0 
United Kingdom ................ 7,000 229 5 1.6 23.1 7,555 13 519.3 104.3 
RII osc casccsasacncassvaas 30,000 19 19 To 100 0 0 0 
II 5.0255. 32..oss0000 : 32,000 900 16 8.1 es, PO ae ae 
Tota! 2,183,000 8,664 288 275.1 577,529 124 3,008.2 594.2 
MIDDLE EAST: 
Aden 0 0 0 0 0 0 1 120.0 0 
Bahrain 200,000 142 2 32.0 6.7 192,324 1 211.0 43.3 
MEER Ba 32,000,000 88 8 725.0 36.6 3,803,111 3 538.3 30.0 
Iraq ...... 25,000,000 75 W 440.0 — 306 1,686,254 6 55.8 10.0 
Israel ....... 50,000 14 9 1.2 100.0 345 1 85.0 0 
Jordan 0 0 1 0 0 0 0 0 0 
Kuwait 60,000,000 230 5 1,110.0 2.1 2,330,758 1 30.0 0 
Lebanon 0 0 1 0 0 0 2 24.0 0 
Neutral Zone .................... 5,000,000 58 5 65.0 103.4 34,912 0 0 0 
SRLS eres 1,750,000 36 1 136.0 2.2 236,181 1 0.6 0 
Saudi Arabia .................... 45,000,000 187 4 990.0 0.4 2,829,535 1 189.0 0 
Southern Arabica ................ 500,000 0 3 0 0 0 0 0 0 
Syria ee arene Ck 1,000 0 1 0 0 0 0 0 0 
Total 169.501 ,000 830 51 3,499.2 ‘ 11,113,420 17 1,253.7 83.3 
WESTERN HEMISPHERE 
ARES ere 1,000 0 4 0 0 0 0 0 0 
Argentina 750,000 3,400 63 91.1 7.3 642,346 15 197.3 63.4 
Bolivia ............ 70,000 80 12 9.8 14.0 16,662 4 11.7 0 
RENEE en ee een 140,000 151 27 27.4 147.0 12,975 10 113.8 72.3 
EER CERSRAR Sr aeee eea 4,000,000 11,600 177 494.8 5.3 926,703 43 795.0 341.0 
ihc das ssadsiciescucsincsicse 40,000 50 5 11.8 21.6 11,274 1 20.0 9.4 
NI sc cta cacsisicakastarinss 650,000 1,976 37 124.6 4.2 786,058 5 70.7 60.7 
Cuba 65 6 1.1 — 26.7 4,489 5 84.2 24.6 
Ecuador ... 1,683 9 80 — 149 70,285 2 5.6 0 
Mexico 1,895 120 2410 — 3.0 3,079,413 8 444.0 55.3 
Netherlands, W.I. .............. 0 0 0 0 tt) 2 650.0 536.0 
| ESE 3,243 13 52.0 3.6 502,222 3 49.2 15.2 
Puerto Rico . i) 0 0 0 0 0 2 72.3 66.7 
SESE 3,033 29 93.2 15.4 567,000 3 141.0 55.0 
United States 559,000 2,393 7,160.0 0.1 56,586,738 317 9,570.0 3,988.5 
RE ecu cssicsscateSivch cies 0 0 0 0 0 1 28.0 2.0 
Venezuela 11,272 159 2,790.0 13.6 10,034,901 12 755.8 157.1 
Total 597,448 3,054 11,104.8 : 73,241,066 433 13,008.6 5,447.2 
ASIA-PACIFIC: 
RI ia50sciccosca haps ceavevs 1,000 0 3 0 0 0 7 207.4 57.5 
Burma 45,000 199 3 6.5 30.0 298,600 2 65 0 
British Borneo .................... 550,000 478 3 117.8 0 461,000 1 50.0 0 
| en 0 0 1 0 0 0 1 28.0 14.0 
See 400,000 576 6 9.2 16.5 1,721,013 4 98.7 31.2 
Indonesia ............. 7,500,000 2,014 15 310.0 21.5 59,400 5 243.8 44.5 
RES 25,000 3,695 15 6.1 0 99,302 22 430.1 49.5 
New Guinea 35,000 a4 2 6.3 — 12.5 20,173 0 0 0 
NII scscnccosceese 22,000 600 8 5.8 0 8,453 1 6.0 0 
Philippines ...... 0 0 2 0 0 0 1 18.0 7.5 
IS ea 8,578,000 7,606 58 errr 2,667,941 44 1,088.5 204.2 
Total free world ............ 238,266,500 614,548 3,451 13,3488 il... 87,599,956 618 18,359.0 6,328.9 
Russia and controlled areas.. *26,200,000 ot ee ee 2,190.0 12.4 Re Lt ; Siti ta ok eee 
Total world ................... 264,466,500 614,548 3.451 17.530.8 acini 87,599,956 618 18,359.0 6,328.9 
*—Includes (thousands of barrels) USSR 24,500,000, Romania 700,000, Hungary 145,000, Albania 20,000, China 800,000, Czechoslovakia 15,000, 
and Poland 20,000. 
Reprinted from the Oil and Gas Journal, December 30, 1957. 
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structure of the world oil industry and in the world 
political situation. 


The Seven Oil Grants 


The bulk of the free world’s oil production outside 
North America is in the hands of seven giant com- 
panies, five American ones (Jersey Standard, Cali- 
fornia Standard, Gulf, Texaco and Socony Mobil) 
plus Royal-Dutch Shell and British Petroleum. In 
the Middle East, these seven companies, together 
with the Compagnie Francaise des Petroles, own 
virtually all presently known oil lands. The only 
minor exceptions are the Saudi Arabian-Kuwait 
Neutral Zone, whose small production is in the hands 
of Getty Oil and Aminoil,—and in Iran where a group 
of smaller American oil companies were given a 
combined 5 percent share in the International Oil 
Consortium. 

In Venezuela, six of these seven international com- 
panies (British Petroleum is not involved there) 
accounted for 96 percent of total production in 1957, 
despite the fact that nearly twenty firms are pro- 
ducing oi] there. In Indonesia and Borneo, five of 
the Big Seven control all oil production. In Colombia 
and Trinidad, Latin America’s second and third 
largest oil exporters, they also account for the bulk 
of production. 


Smaller Companies Need Reserves 


The fact that these seven companies have control 
over most of the presently known choice spots of 
world oil production gives them access to all the oil 
they need to fuel their world-wide network of re- 
fineries. However, many of their smaller competitors 
throughout the world are less fortunate. They either 
do not produce enough oil for their own needs, as is 
the case with most European companies, or their 
own oil supply sources are cost-wise not competitive 
with that of the international companies, as is the 
case with many American firms. 

Of course, these companies could buy all their oil 
from the international giants who would be glad to 























Foreign Countries Currently Under Active 
Exploration By U.S. Oil Companies 

ANGOLA ISRAEL—D 

(Portuguese Africa)—I JORDAN—D 
AUTRALIA—I ITALY—I 
AUSTRIA—I KUWAIT—I 
BAHREIN—I LIBYA—I, D 
BOLIVIA—I, D NETHERLANDS—1! 
BRITISH SOMALILAND—I, D NEUTRAL ZONE—D 
CANADA-—I, D NEW GUINEA—I 
COLOMBIA—I, D NICARAGUA—I, D 
COSTA RICA—D PAKISTAN—I, D 
CUBA—I, D PANAMA—D 
DENMARK—I PARAGUAY—D 
DHOFAR (Southern Arabia)—D PERU—I, D 
ECUADOR—1I, D PHILIPPINES—I, D 
EGYPT—D PORTUGAL—I 
FRANCE—I SAUDI ARABIA—I 
GERMANY—1! SOMALIA—D 
GUATEMALA—I, D SPAIN—D 
HONDURAS—D SURINAM—D 
INDIA—I SYRIA—D 
INDONESIA—I TRINIDAD—I 
IRAN—I, D TURKEY—I, D 
IRAQ—I VENEZUELA—I, D 
1—Major international companies (Jersey Standard, California Standard, Gulf, Texaco 





and Socony Mobil). D—Domestic companies. 





sell it to them. But since the bulk of profits in the 
oil industry is made in the crude oil producing sector, 
rather than in the refining or marketing sector, the 
smaller companies have a tremendous incentive—and 
often a dire necessity—to find their own crude oil 
supply sources. 

Thus, there are now hundreds of independent 
medium and small American and foreign companies 
busily searching for oil in every geologically likely 
country in both hemispheres, despite the prevailing 
world-wide oil surplus. Most active among them are 
the American producers, who, until recently, relied 
for all their needs on their domestic output. How- 
ever, U.S. oil production, like many other extractive 
industries reaches the point of diminishing return 
when wells become progressively less productive, and 
drillings have to be continually deepened to locate 
the same quantity of oil and proved reserves per 
foot drilled. All this is clearly shown in the statistics 
concerning the domestic oil industry, though, of 
course, it is a slow development, visible only over 
a period of years. 


The Oil Import Contradiction 


Faced with the competition of low-cost imported 
oil, many domestic producers have therefore no 
choice but to look for new cheap untapped oil supply 
sources abroad. This, incidentally, explains another 
seeming contradiction in the oil industry: the spec- 
tacle of U.S. domestic oil producers violently advo- 
cating oil import restrictions, while at the same time 
spending millions of dollars abroad to locate oil. 
When they have a cheap oil stake established abroad, 
they may fee] differently about it. 

The main foreign interest of this new breed of 
American explorers is Central America and Vene- 
zuela, because of the relative closeness of these areas 
to U.S. coast lands, where many of the domestic 
producers have refineries. Thus, there are now 
twenty companies looking for oil in Guatemala and 
a lesser number in the other Central American re- 
publics, as well as in Cuba. In Venezuela, the govern- 
ment has awarded new concessions over a total of 
400,000 acres in the last two years, in return for 
$670 million in cash bonuses. Many of the conces- 
sions have been awarded to small and medium-sized 


oil companies who often formed pools for the pur-} 


pose of financing their exploration activities. Several 
of these pools have already hit pay dirt, the latest 
being the Sun-Atlantic-Seaboard group which found 
oil in December on Lake Maracaibo acreage. A couple 
of weeks earlier, a group composed of Signal Oil, 
Pure Oil, Hancock Oil and Ohio Standard had also 


brought in a successful well at Lake Maracaibo. | 


Superior Oil, until recently a purely domestic con- 
cern, has also been successful in Venezuela, and has 
just begun to deliver its first imported oil to a refin- 
ing company in Texas. 

But the western hemisphere is not the only area 
under scrutiny by the newcomers to the world-wide 
oil hunt. Cities Service is active in the province of 
Dhofar in Southern Arabia, where it has had at least 
one strike. Atlantic Refining has reportedly found 
oil in Syria, near the Iraqui border. D. D. Feldman 
of Dallas is drilling in Turkey and France, while 
Husky Oil and Pantepec are active in Israel. In the 
French Sahara, which now gives promise of col- 
taining one of the world’s major oil accumulations, 
concession bids have (Please turn to page 655) 
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BY JAMES J. BUTLER 


| Fs HUGE planning and procurement office that is 
the Pentagon has taken on the aura of a satellite 
launching base with its action and anticipation, even 
anxieties, as the nation flexes its industrial muscles 
to win peace through strength. 

“Sense of urgency” is evident on all sides. Defense 
Secretary Neil McElroy has performed a herculean 
task of establishing liaison in the light of hurdles 
growing out of transition in the art of weaponry 
which envisages changes without uprooting or 
wholly discarding existing and tried methods. 

; And there is some uncertainty as to the budget, 
Its size and disposition. Yet, for the first time in 
recent history, the Defense department faces the 
welcome prospect of a money bill which fixes a floor 
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ALL-DEFENSE 
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—and Companies Involved 
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e Dollar leeway on renegotiation — interim improvements on 
specifications — and research — under new compensation plan 

e Important shifts in missile specifications (especially in the solid 
vs. liquid fuel propellants) — to affect aircraft-missile contractors 

e What realism in Jackson-Symington proposal to add $2 Billion 
to defense budget — will it be spent? — when? — how? 


but leaves the ceiling for later placement. 

Withal, the program is on the move. This time 
the alternate plan looks to probable expansion, rather 
than probable contraction, of spendable money. Big 
appropriations, bigger than the Pentagon suggested 
or the President proposed, are on the way. McElroy 
knows he is more likely to be criticized for spending 
too little than for spending too much. That is one of 
the plus factors in today’s procurement-for-defense 
picture. Another is the organization Charles E. 
Wilson left behind when he returned to private life. 
It is a mechanism of many parts created by a true 
production man who, in five years at the Pentagon, 
learned how to link production to procurement to 
use. Before Wilson tendered his resignation he com- 
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pleted a program of pre-sputnik cutbacks. It is 
McElroy’s job to reverse the process, with speeded 
tempo. While end results differ radically, the route 
is well marked out and recently traveled. Methodolgy 
has been established. 


Pentagon Is Aware of Contractors’ Pnoblems 


Bureaucracy seldom is fully responsive to opera- 
tional and business needs of the civilian segments 
on which it depends. The Pentagon is proving an 
exception. It is too early to assure defense con- 
tractors that a new deal is in store for them; but 
it would be blindness to fail to observe signs which 
point in that direction. 

The nation’s biggest spender is accurately aware 
today that planes and missiles are commodities of a 
sort and should have price tags that reveal whether 
their makers are going to make money or lose money 
—the latter can happen when plant and tooling are 
greatly expanded, working forces are enlarged, taxes 
are paid, but the company’s actual return is held in 
abeyance for from four to eight years. That, of 
course, is renegotiation. Rate of payment, progress 
payments and the like, are hair curling problems. 
The question whether a contractor is to profit, or 
lose, if he develops a better and faster method that 
calls for changes in specifications, has been an open 
one too long. 

There is a long road ahead and the detours are 
likely to be numerous. The solid fuel versus liquid 
fuel propellant debate hasn’t. been settled by a long- 
shot. These and other issues clouding the future of 
production and procurement recently brought a 
representative group of industrial chiefs to Wash- 
ington for what was called in politer terms, a show- 
down. They found McElroy receptive and coopera- 
tive. In a small dinner party at the Pentagon, deci- 
sions of a grave consequence were made, others 
moved toward early settlement. On the evening of 
January 22 (this year) Army Secretary Brucker, 
Navy Secretary Gates, and Air Secretary Douglas, 
with Defense Comptroller McNeil met the industrial- 
ists. The list included William M. Allen of Boeing, 
Chairman; George M. Bunker of Martin, Whiting C. 
Collins of Northrop, Robert Gross of Lockheed, C. J. 
McCarthy of Chance Vought; H. Kindelberger of 
North American, Donald Douglas, Jr., of Douglas, 
H. R. Horner of United, Mundy Peale of Republic, 
Lawrence C. Hyland of Hughes, 
James S. McDonnell of McDon- 
nell. 

As a rule business leaders 
have been careful to avoid criti- 
cism of military programs and 
have confined their suggestions 
to administrative policies that 


: 


that President Eisenhower has recommended to 
Congress. Military contractors believe that extension 
of the Renegotiation Act would jeopardize their ip. 
vestment and expansion plans. They point out that 
the Renegotiation Board is four years behind in its 
surveys. To this must be added several years when 
decisions are appealed to the U. S. Tax Court. 

Companies cannot project their investments 
against the unknown quantity of a reassessment made 
years after contract completion. Industry leaders 
point out that if the Renegotiation Act is allowed 
to expire it will be supplanted by the Vinsen-Tram. 
mell Act. This is a profit-limiting law administered 
by. the Treasury along with the tax laws. Recent 
amendments by Congress and clarification by court 
decision has made this law acceptable to industry. 

The annual accrued appropriations bill is also 
vigorously opposed by military contractors. It has 
been sponsored by Senators Byrd and Kennedy and 
endorsed by the General Accounting Office, the 
Budget Bureau and the Treasury. The Hoover Con- 
mission has urged its passage. The present bill, H.R. 
8002, which would eliminate carry-over funds was 
passed by the Senate unanimously and is now on 
the House calendar for early voting. 

Proponents of the bill believe it would cause an 
annual review of all military projects and save 
millions. Opponents say it would prevent long range 
planning and cause all production to decelerate each 
year until new appropriations were made. 

Defense Comptroller Wilfred J. McNeil opposes 
the bill. Members of the House Appropriations Com- 
mittee have been successful for a number of years 
in delaying this legislation. 

Mr. McElroy learned of the dislike of many Penta- 
gon financial] practices. Chief of these are the new 
progress payments to contractors. Former Secretary 
Wilson reduced these amounts given to contractors 
to cover their operating costs to 70 percent for nego- 
tiated contracts. Industry believes they should be at 
least 80 percent. Cost-plus contractors who pre- 
viously received total reimbursement of all costs 
when invoices were submitted now receive only 80 
percent as the contract is being completed. Industry 
likes the old rules. 


Confusion Over Prices 


Mr. McElroy also heard some pointed criticism of 
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the sacrosanct incentive-type of negotiated contract. 
This is the form of contractual agreement made on 
large aircraft and missile projects where it is im- 
possible to establish any kind of firm price. A 
“arget” price is agreed upon and the contractor is 
given a percentage of all savings below that figure. 

Everything works well until the time for repricing 
the target price. Agreements seem impossible to be 
reached. The Air Force has billions of dollars of 
contracts awaiting settlement. The exact figures are 
hidden in a maze of financial statistics. 

The Navy with a far better bookkeeping system 
shows the results. With over eight billion of nego- 
tiated contracts, the Navy has over five billion dollars 
of contracts awaiting repricing. The Bureau of 
Aeronautics alone has over 100 valued at more than 
three billion awaiting settlement. The amount for 
the Aero Supply Office, buyer of parts and small 
components, is over a billion and a quarter. 

Contractors are paid on the basis of the target 
prices until repricing is completed. When repricing 
isdelayed contractors soon have large sums in “‘over- 
payments”. The Security and Exchange Commission 
requires firms listed on the stock exchange to list 
these amounts under “Reserve for refunds on de- 
fense contracts” in their annual statements. 

Sums of “13 million”, “20 million”, and “42 mil- 
lion” in these listings in the annual statements of 
aircraft companies caused curious members of the 
Hebert House Investigating Subcommittee to look 
into the situation. Shortly thereafter regulations 
were put into effect to reduce these overpayments. 
However, the backlog of contracts awaiting settle- 
ment is still large. Industry would like Mr. McElroy 
to find the answer. 

Proprietory rights, always in dispute, are some- 
thing that industry wants the new secretary to 
“clarify”. With many firms establishing their own 
scientific laboratories, new processes and technical 
know-how become important. Military contracts now 
provide that the government can use this informa- 
tion in any manner it desires. Manufacturers want 
separate contracts and additional pay for it. 

There is probably more controversy between in- 
dustry and the Pentagon over cost allowance regu- 
lations than any one other problem. These cost rules 
are Incorporated in all cost reimbursement contracts. 
They are used as guides by service auditors in com- 
puting costs on most projects. They are often used 
when negotiating contracts. To understand them is 
vital for every military contractor. They often be- 
come part of the contractor’s accounting system. 

he present rules contain 45 cost items varying 
from executive’s compensation and insurance to de- 
preciation and overtime. Although industry does not 
like four or five of them they are all now well under- 
stood and can,be interpreted by company and service 
auditors. 

For the past several years a group of officials in 
the Pentagon have been actively trying to “stream- 
line” the cost allowance rules. They are not agreed 
among themselves and the compromise drafts they 
have sent industry for comment have not been favor- 
ably received. Trade associations have been very 
vocal in their opposition. 

Industry does not want a new “comprehensive set 
of cost rules for all types of contracts.” They prefer 
the present set of rules (with some changes) and 
ave them apply only to cost-plus contracts. For 
other contracts they want the contractor’s own costs 
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used both for auditing and for negotiation. 

Because of the vital importance of the cost allow- 
ance rules to every contractor large and small, Mr. 
McElroy has become interested in the cost items that 
industry wants changed. 

All contractors, particularly small contractors, 
want interest as a reimbursible item ot cost. It is 
not now allowed and because of top financial policies 
in our government, the Defense Department cannot 
very well depart from these policies. 


Industry Seeks Greater Control of Own Affairs 


Larger general research and develonment ex- 
penses are desired by contractors, especially those 
that have a fair percentage of commercial business. 
Many of these firms have invested in scientific activ- 
ities that have a bearing on both commercial and 
military efforts. More liberal allowances probably 
will be approved. 

Industry wants more and faster depreciation al- 
lowances. Much of this is tied into tax allowances 
and the Pentagon will be inclined to follow the 
trends shown by Internal Revenue. 

The Pentagon has been slow in allowing some 
training and educational efforts of military con- 
tractors. Industry expects Mr. McElroy to approve 
more liberal expenditures. 

Aircraft executives have shown no hesitancy in 
asking McElroy to approve executive benefits based 
on profits. The Army and Navy approve these costs 
now providing the total compensation is “reason- 
able”. Such plans for both bonuses and pensions 
have been in effect by Boeing, Fairchild, North 
American, and Curtiss-Wright. 

The Air Force accepted them as cost items until 
they began to run into very substantial sums. Three 
years ago all such plans were disallowed when Con- 
gress became critical. Industry officials want them 
to be reimbursible for all three services. Mr. Mc- 
Elroy knows what congressional and labor leaders 
will say. 

With the disallowance of so many necessary ex- 
penses industry warits a new look at the profit per- 
centage allowed on contracts. They also want less 
interference in factory management, prompt and 
firm decisions and more liberal financial practices. 
In general, industry believes that if Mr. McElroy 
can persuade Pentagon officials to become more in- 
terested in the prices of weapons rather than in 
controlling and minimizing profits of contractors, 
a better and more economical national defense will 
result. 

The foregoing represents the most comprehensive 
program of accounting and financing principles ever 
presented by private industry to the military serv- 
ices. Many of the methods under attack date back 
to World War I days and some of them are of even 
earlier vintage. For the most part they are arbitrary 
at the least, inequitable at most. The situation pre- 
sents the only instance in the business world in 
which the debtor (in this case the Government) 
writes all the rules—rewrites them in the midst of 
contract performance. 


Outlook for Changes is Good 
The combination of recognized dire need for the 
best in productive genius and the concern of an out- 
standing businessman— (Please turn to page 658) 


621 








Washington 





KHRUSHCHEV has made it manifest through recent 
communiques on international meetings that he has 
no intention of getting down to business. To that 
extent he has contributed a service. How trans- 
parent his protestations of good will are has been 
demonstrated by his cat-and-mouse technique. His 





WASHINGTON SEES: 


Successful launching of the Army’s Jupiter C is 
a source of gratification to the free world but the 
achievement should be kept in proper perspective. 
It is, after all, a satellite; scientifically it probably 
is a better, if smaller, one than the Sputniks but 
it does not have the built-in capacity to give the 
United States undisputed superiority in the field. 
There is basis for satisfaction, but none for com- 
placency. 

All of the calming reassurances that came in 
the wake of Sputnik’s sail into orbit apply to our 
own accomplishment. The basis of those assurances 
remains the same: Russia had been first in point 
of time, but not the exclusive owner of scientific 
methods; there was military significance only to 
the extent that tremendous thrust had been shown. 
There were ominous rumblings then that “the 
Nation that controls the outer space, controls the 
world.” That still goes. 

The fact that the Army was able to send the 
Jupiter into space four months after Russia launched 
Sputnik (and about two months ahead of the 
schedule announced last year) should confirm that 
the know-how existed but time was not considered 
of the essence. That we would succeed comes as 
neither surprise nor particular disappointment to 
the Kremlin: Khrushchev publicly predicted it, ¢laim- 
ing only the distinction of “first.” The Reds may 
even have wished for early fulfillment hoping it 
might lessen United States determination. 
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By “VERITAS” 


antics have supplied the needed resolution to insure2@& 
peace through strength unless a real substitute isof f 
found. 4,8¢ 


ove 
CONGRESS has been in session for little more than 43 
one month. Forecasts are hazardous. But initial acy 
tivities give hope for a productive session. Still there"®™ 
is a lurking danger: the lawmakers in their zea] thrt 
to be in on every operations detail, and to satisfy inv 
abnormal curiosity may slow the wheels of progress, ran, 
A review of the first month’s hearings (some, ‘ 1 
certainly not all of them, related to military and== 
economic security) shows what seems to be an uncon; fini 
scionable demand on Cabinet members, military con 
men, and fiscal experts to spend many hours of their 
time on the witness stand. It raises the serious ques- 
tion: Who’s minding the store? 


ICELAND appears to have launched a trek back to 
political normalcy. Recent trends have been encour- 
aging to Washington. The Communist influence has 
been growing, there, since the end of World War Il 
In 1954 there was serious-sounding threat of cutting 
off one of the Western World’s major strategic mill- Suc 
tary strongholds. Iceland was troubled by falling off] 2-t 
of export trade. The commies moved in smoothly| vig 
and soon were absorbing 30 per cent of the country’s hou 
export. Economic forces overshadowed friendly re} 7— 
lations; NATO and American bases were faced with 
lock-and-key. But January elections returned jin 
friendly coalition on a seemingly lasting basis. 


JIM HAGERTY is credited with being one of the most 
successful White House press secretaries but sus 
picion is growing that he is taking in too much 
territory and needs to “simmer down” as Ike sug- 
gested recently when Hagerty bridled over unfavor’ 
able personal publicity. Jim refers to the President 
as “us” and “we,” and has created impression thal 
what he speaks is the decision of the United States 
of America. Secretary Dulles has protested to Ike} = 
against Hagerty’s “foreign policy role.” 








THE MAGAZINE OF WALL sTRetl) * 





» After many months of discouraging results, the 








lease-purchase plan for acquiring new Federal buildings 





is clicking. 
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big scale. 














General Services Administration has a 
multi-million dollar program of approved projects ready 
to go, but the Treasury can't stand the drain of doing 
business involving cash on the line. 
buildings involved, representing a backlog of needed 

post offices, court houses, customs buildings, warehouses 


There are about 100 


GSA developed the idea of having private 


investors build to specifications, then lease to the 
Government on a basis of transfer of ownership in a 
maximum of 30 years. 


It's the "pay like rent" idea on a 





One of the drawbacks was a 4 per cent ceiling 


—— ee ee 


on interest rate. 





GSA changed that, tried again, and had 








little success until the last quarter of 1957. 
















p In December, the agency received financial bids 









for five projects, worth a total of $22,270,000. 





The bids, including interest, proved accept- 

lable. GSA opened another batch of bids 

Jan. 18 and found six came within the 

financial and other provisions which had 

, insurabeen fixed. That means $16,200,000 worth 

itute s0f financing at rates ranging from 4.67 to 
4.84 per cent. That encouraged the 
government to put out more specifications 

ti tha with $7,180,000 worth of work involved. 

Ii thereMeanwhile, offers were made on Jan. 23 for 

sir zealthree earlier-advertised bids. They 

satisfy involved $2,610,000 with interest rates 

i ranging from 4.72 to 4.769 per cent. 

Py be. All have been accepted. All offers of 

uncon;financing are subject to construction 


nilitary contracts within the amounts computed. 
of their = 


IS ques- 





























» Ihe Federal lease-purchase 

program is not new. An extension is 
yack ti|projected which would have municipalities 
encour and states finance Federal construction as 
ice a2 investment. In most cases enabling 
cutting legislation is required. Nebraska passed 
ic mili} Such a law and the citizens of Omaha voted 
ling off] 2-to-1 to authorize a bond issue to pro- 
oothly| vide $9 million for a post office and court 
a ak house, to be leased to the Federal 
d with! @°Vernment over a 25-year period. 
ned a|Minnesota, ‘Oklahoma, and Iowa legisla- 
5. tures followed suit. The all-around 

benefits seemed obvious to the voters: 
_—_ a market for construction labor and mate- 
much| 2481, plus a new Federal building, and 
e sug} ABterest on an investment guaranteed by 
favor) the Treasury of the United States. On the 
ssiden!| side of the Federal Government the advan- 















































phew: tage is relieving the strain a public 
to Tke| ilding program imposes on the bondin 
limits. a 
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More on the construction front: 
Albert M. Cole, U.S. Housing Adminis- 
trator, professes to foresee a 10 per cent 
betterment in home building this year 
over last. It isn't wishful thinking; 
Cole is relying on increased redevelop- 
ment of cities under the six-year expansion 
of the urban renewal program recommended 
by the President and finding favor on 
Capitol Hill. The legislation would 
provide an additional $1.3 billion in 
federal grants for the renewal and develop- 
ment of urban areas. FHA is considering 
another step: insurance of the first 25 per 
cent of some conventional loans, instead 
of 20 per cent as earlier proposed. 





























) While the United States is 
depending on NATO and SEATO and the ladling 
out of money to hold together this country's 
alliance with other Nations, it is becoming 
clear that Europe is becoming mired in 
its own alphabetical setup of agencies 
aimed at building military, economic, or 
political strength. It's difficult for 
the statesmen to remember all of them, know 
what their purposes are. Some of the 
agencies have never advanced beyond passing 
a few resolutions. Many of them are on 
their way out; a few will add strength 
to those which remain. 





























b The Economic Commission for 





It is the only organized forum in which 
Western and Soviet powers can discuss 
powers and take joint action. The Western 
European Union was created in 1948 and has 
yielded much of its prerogatives to NATO. 
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But it exists, at least on paper as a union 
for mutual defense with Britain, France, 
the Benelux Countries, Italy, and 

Western Germany as full members. 











technicians just below the professional 





engineer grades. 








p» Ihe four traditional professions 
-- teaching, medicine, law, and the 
ministry -- trailed the engineering field 











p» Ihe European countries continue 
to show a disposition to unite with close 
neighbors for economic solidarity. The 
European Coal and Steel Community has 
established a Common Market for coal, iron 
ore, steel and scrap within the six member 
countries, has eliminated tariffs, quotas, 
customs, duties, currency restrictions, 
and other problems within the narrow limits 
of its commodity compass. The European 
Economic Community is the new common 
market which proposed over a 12-15 
year period to do for other commodities 





























in point of demand in each category. The 
high post-war birthrate was found making 
its impact on the teaching profession. 
Higher standards of medical care, health 
and hospitalization plans covering millions 
of persons who have planned in advance 
for the contingencies of sickness and 
hospital needs, were found increasing the 
demand for physicians, nurses and medical 
technicians. Law schools are graduating 
prospective lawyers in sufficient numbers 
to offset retirements, deaths, business 
expansions and the great reliance by 





























what EEC has done for coal, iron and steel. 
The European Atomic Energy Community 
(Euratom) aims to develop peaceful uses 











member states. 





There is much more to this than 
an illuminating chart of foreign organi- 
zations. The United States may find itself 
economically set apart from a large 
segment of its export-import business. 
Currently, these associations are housed 
in widely separated points -= Geneva, 
Luxembourg, Paris and Strasbourg. But both 
England and Italy have suggester greater 
cohesion, physically and otherwise. 

The British have put forth a proposal for 
a single European Assembly with five 
commissions to deal with political, 
economic, Social and cultural, legal and 
administrative, and military defense. 

The Italian program resembles more a 
federation than an amalgamation. London is 
a Johnny-come-lately and its proposals to 
remake the European plan is being 

weighed with suspicion. 















































» President Eisenhower's educa- 
tional program centering on scholarships 
floated into the Senate and House chambers 
with the grace of a lead balloon. It was 
no surprise to Ike that the idea wasn't 
cordially received: Speaker Sam Rayburn 
and Minority Leader Joseph W. Martin 
already had told the President at a White 
House conference the measure didn't have a 
chance. The U.S. Department of Labor 
recently conducted a study of job oppor- 
tunities. It found-a continuing demand 
for persons with engineering training, 
but it found an even larger call for 
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Big Government on legal staffs. 








> The report touches obliguely 
upon automation. A slower rate of growth 
in job opportunities for clerically trained 
persons was foreseen, the result of more 
widespread use of electronic business 
machines. Most directly affected are the 
routine operations. Automation will 
increase the demand for skilled mechanics 
to install, operate and service automatic 
devices in office and plant. Trucks, hoists, 
excavating equipment and other types of 
power devices were shown thinning the 
opportunities for common labor. Retirements 
and deaths were counted as affecting some 
lines much more immediately and importantly 
than others: railroad locomotive engineers 
in the first, for example; the new 
electronics professions and trades, 
in the latter case. 




















» Ihe post-Sputnik era mushroomed 
a demand for engineers far out of proportion 
to the real need. It took the reported 
figures on Russian engineering school 
diplomats and because they far exceeded 
those of the United States, some persons 
totaled the condition to a superior 
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educational system in the Red lands. If the 


initial panic were translated into a 
national educational policy, all other 
arts and sciences would have been reduced 
to incidental activity, including the 
basic training an engineer must have -- 
training one receives in the United States 
but not in Russia. To substitute the 
communist educational program for ours 
would be to seriously depreciate the level 
of education in the United States. 
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IN TRANSITION 








WORLD 








Changing Political-Economic 


Conditions in the Far East 


BY JOHN METCALF 


0 part of the world has seen more vigorous or 

violent change since World War II than the 
Far East. A dozen countries there have gained in- 
dependence. Civil war, often communist inspired, 
has afflicted the entire area and consequently new 
governments have had to cope with severe problems. 
Catching up with the twentieth century has been 


| Made more difficult by indecision, inertia, and the 


heavy hand of tradition. How are things going these 
days in this vitally important part of the world? 
Some of the more important countries in South 
Asia are surveyed below. 


INDIA 


India continues to be both the hope and despair 


| of the West in Asia. This great experiment in 


democratic self-government by 400 million people 
serves as a counter-weight to the pull of Communist 
China. But India’s emphasis on neutralism and 
Socialism has been vexing to its friends abroad. Re- 
cently India has found itself again in difficulty and 
has asked its friends to help bail out the boat. 
What has happened is this—India’s ambitious 
state planners bit off more than the nation could 
chew when they blue-printed the Second Five Year 
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Plan. It turned out that revenues were over-stated 
and costs were under-estimated. The situation has 
been further aggravated by declining prices for ex- 
port commodities and last year’s poor harvest which 
will require diversion of scarce funds to emergency 
food-grain imports. The $15 billion development pro- 
gram has been cut back to the hard core, but even 
so more foreign aid is needed to see it through. 

The combination of India’s political importance in 
Asia and its serious economic plight have made it a 
target of East-West competition in the cold war. 
Moscow has followed the West’s lead in wooing 
India with extensive credits and technical assistance 
offers. Russian, German, British, and American ex- 
perts are helping India expand its stee] making 
capacity. The United States last month said it was 
willing to add another $290 million in aid to the 
$1 billion in grants and credits already extended 
to India. 

The Indian Government’s all out emphasis on 
building heavy industry, while it has strained the 
country’s capabilities to the utmost, has had little 
effect thus far on raising living standards which are 
among the lowest in the world In contrast, en- 
couragement of light industry would have provided 
greater employment and more consumer goods. It 








would also have been more attractive to private en- 
terprise. Another burden on the economy is main- 
tenance of a large military establishment because 
of failure to reach agreement with Pakistan on the 
question of Kashmir. 

These mounting economic difficulties have caused 
increased political tension. India’s mildly socialist 
government is being criticized from the Right for 
too much state control and the stifling of private 
initiative. From the Left there is heated criticism 
of government indecision and the toleration shown 
for a mixed economy. Prime Minister Nehru’s reac- 
tion to the rising chorus of complaint has been to 
gather unto himself more of the administrative re- 
sponsibility for running the whole show. 

The overwhelming force of Nehru’s personality 
has monopolized political leadership in India. In 
such an environment there has been little oppor- 
tunity for the growth of independent thought or 
development of younger men. Hence the ruling 
Congress Party has lost much of its vitality and 
magnetism. At a recent party 
conference it was accused of com- 
placency and having lost touch 
with the masses as a result of its 
long years in power. 

As India moves into the second 
decade of its independence, there 
is some uncertainty about the 
shape of future policy there. On 
the one hand, it is reported that 
conditions in India are now more 
receptive to private enterprise. 
On the other hand, Nehru himself 
gives the impression of being as 
intransigent as ever. 


PAKISTAN 


The accession to premiership of 
Firoz Khan Noon at the end of 
last year was an encouraging 
sign for Pakistan. He is one of 
the most experienced of his coun- 
try’s political leaders, strong in 
his friendship for the West, and 
tested by having twice served as 
foreign minister. Mr. Noon, Pak- 
istan’s seventh prime minister in 
10 years, succeeded Mr. Chundrigar who was only 
in office two months. This rapid political reshuffling 
points up the difficulty of making parliamentary 
democracy a going concern in Pakistan. 

A national identity has been slow in developing 
because Pakistan is divided in two parts separated 
by a thousand miles of Indian territory. Regional 
separatism has been the natural result of diverse 
background in history, language, and culture. The 
only binding tie is the Mohammedan religion. A 
major problem has been working out a formula 
for equal representation of East and West Pakistan. 
Although the East has only one-sixth of the area, 
it has 55 per cent of the population and earns the 
largest portion of the country’s foreign exchange 
with its jute exports. Nine years of controvery pre- 
ceeded adoption of the present constitution which 
proclaims Pakistan as Islamic Republic. Undoubtedly 
it will take some time more to create a Pakistani 
nationality. 

Ingrained provincialism has also prevented the 
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creation of broadly-based political parties in Pakis| 
tan. A nation-wide election is yet to be held, q| 
though the first is now scheduled for next November! 
Until then rival politicians will continue to map| 
euver without knowing how much public suppor 
they command There are many pressing problem 
facing the new prime minister. He has a reputatioy 
as a man of action, but this may put him in confli¢ 
with President Mirza, a strong-minded ex-Army 
officer reluctant to accept his role as the ceremonial 
head of state. 

At the present time Pakistan’s chronic balance 
of-payments difficulties are being made more sever 
by declining export volume and emergency food in. 
port needs. The consequence of previous over-em. 
phasis on industrialization has been the neglect of 
Pakistan’s all-important agricultural base. As a re. 
sult, food production has not kept pace with rapid 
population growth. Periodic threats of famine have 
added to political instability and disrupted the in. 
port budget. With American aid, renewed attention 
is now being turned to raising 
farm output by irrigation and 
land reclamation. Another seri- 
ous problem for Pakistan is the 
arms race with India which need- 
lessly inflates defense spending. 

Despite these domestic difficul- 
ties and stepped-up Soviet at- 
tempts at enticement, Pakistan 
remains firmly aligned with the 
West. Its membership in _ the 
Baghdad Pact and Southeast Asia 
Treaty Organization (SEATO) 
are clear indications of refusal to 
take refuge in neutralism. 


CEYLON 


Ceylon has become another 
major target for Soviet economic 
and cultural penetration. Cey- 
lonese by the hundreds are being 
invited on expense-paid trips to 
the Soviet Union and Red China. 
Russian trade and aid delegations 
have offered to buy rubber and 
tea, Ceylon’s principal export 

- crops, and to furnish aid for agri- 
culture and industry. Czechoslovakia has offered 
to help build a sugar mill, and Red China—which 
has long been trading rice for rubber—will lend 
assistance with a rubber re-planting scheme and by 
putting up a textile mill. 

Meanwhile, curiously enough, Prime Minister Ban- 
daranaike, who was swept into office two years ago 
as head of a left-of-center coalition, has done an 
about-face on some of his views. Socialist and neu- 
tralist inclined like India’s Nehru, he thought he 
could use the communists to his own advantage. But 
it turned out to be the other way around, with the 
communists busily exploiting the advantage gained 
from being part of the governing coalition. Ban- 
daranaike has now dropped some of his nationaliza- 
tion plans and has publicly stated that Ceylon has 
more to fear from the communists than from the 
right wingers. 

The prime minister has recently referred to him- 
self as a centrist leader. As head of a broad coali- 
tion, he actually spends much of his time seeking 
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compromises. But the question is, how much longer 
will he go on compromising with his staunchly 
Marxist agricultural chief? U.S. educated Agricul- 
tural Minister Gunewardena hopes to nationalize 
the tea plantations, collectivize the rice fields, and 
promote state ownership of industry. 

Ceylon’s Buddhist religion is considered a bul- 
wark against the spread of communism. On the 
other hand, the linguistic question exerts a decisive 
influence. About one-sixth of the population are 
Tamils whose ancestors came from south India. 
They want proportional representation in govern- 
ment and recognition of Tamil as a national 
language. This is the all-too-familiar pattern of 
Balkanization. 

The United States has striven to assure Ceylon 
of its friendship. Recently, when 300,000 people 
were made homeless by severe floods, emergency re- 
lief supplies were delivered to the interior by navy 
helicopters. This country is providing grant aid, 
loans, and technical assistance to Ceylon on a regular 
basis. 


THAILAND 


Pibul Songgram, 
_ long active in Thai 
. politics, was oust- 
ed from the pre- 
miership by a mili- 
tary coup last fall. 
The apparent cause 
was army dissatis- 
faction with cor- 
ruption in his ad- 
ministration and 
his gradual drift 
toward neutralism. 
The army group 
appointed a temporary premier and scheduled na- 
tional elections for December. The pre-election cam- 
paign was uneventful and attracted little public 
attention. 

The King, upon the advice of the army group, 
appointed General Thanom Kittikachorn premier at 
the beginning of this year. The new cabinet is 
liberally sprinkled with military officers and is con- 
sidered definitely pro-Western and anti-communist. 
Premier Thanom Kittikachorn has stated that ad- 
herence to SEATO will continue as an integral part 
of Thailand’s foreign policy. The real power rests 
with Field Marshal Sarit Thanarat, the army com- 
mander, but his health is not good enough to take 
on the added duties of premier. 

Thailand remains one of the most prosperous 
countries in Asia, thanks to its relatively small 
population and large rice surplus grown in the fer- 
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tile delta region north of Bangkok. With the help of © 


loans from the Internationai Bank and technical 
aid from the United States, Thailand is building 
great irrigation works to extend its rice area. For 
decades to come, it may be expected that Thai rice 
will be the margin of difference between adequacy 
or starvation for many neighboring countries. 


INDONESIA 
Although Indonesia is endowed with a wealth of 
natural resources, the economic situation in the past 
two years has shown steady deterioration. Infla- 
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tionary pressures have 
mounted, reflecting gov- 
ernment deficits caused by 
a top-heavy bureaucracy, 
increased outlays for pub- 
lic works, and poor tax 
coliections. Resort to the 
printing press has caused 
rap.d expansion of money 
supply. Declining rubber 
prices and dwindling out- 
put of plantation crops 
have reduced export earnings. Successive Djakarta 
governments have proved unable to cope with the 
economic situation. Indecision, political bickering, 
and incompetence have stood in the way of progress. 

Political disintegration is also in process. Twelve 
years of independence and nearly a score of cabinets 
have failed to devise a working relationship be- 
tween the central government on Java and the vari- 
ous ethnic groups on the widely scattered islands of 
the archipelago. Growing evidence of corruption in 
Djakarta and an increasing communist influence 
have alienated both the army and the political 
leaders of the outer islands. During the past year 
Indonesia has been shaken by a series of separatist 
outbreaks on Sumatra, Celebes, the Moluccas, and 
elsewhere. 

To deal with the growing crisis, President 
Sukarno assumed emergency powers last summer 
under a “state of war and siege.” But his special 
program was a flop. To distract public attention 
from internal difficulties a propaganda campaign 
against the Dutch was whipped up. The refusal of 
the Netherlands to turn over its portion of New 
Guinea for Indonesian annexation was made the 
pretext for boycotts and discrimination against 
Dutch citizens and business houses remaining in the 
country. And then, just before Christmas, most of 
the Dutch companies were expropriated by the go- 
ernment and their owners expelled from the country. 
It seems to matter little to Djakarta that this action 
has partially paralyzed the commercial and financial 
life of the islands.” 

This sorry state of affairs has further strength- 
ened the various movements for regional autonomy. 
De facto separation from Djakarta’s control now 
exists in several regions of Sumatra and Celebes. 
It would not be at all surprising if, in the coming 
weeks, some of the outer islands were to declare 
themselves completely independent of Java and 
establish rival governments. Thus would begin the 
same divisive process that saw British India made 
into two separate states and French Indochina 
into four. 





PHILIPPINES 


Last November’s elec- 

tion in the Philippines saw 

three rival candidates try- 
ing to ride into office on 
the memory of the late 
Ramon Magsagsay, popu- 
lar fourth president and 
good friend of the U.S. 
who met his untimely end 
in an airplane accident 
last year. Noteworthy was 
(Please turn to page 657) 
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NEW DEAL for the 


RAILROADS? 


e The political aspects e their position vis-a-vis water ¢ 
highways e air e and industry e status of individual 
roads in various sections 





BY JOHN D. C. WELDON 


EDITOR’S NOTE: The fate of American railroads rests with Congress. This strategic transporte 


tion industry is asking for an end to the inequitable regulations which have placed the roads 
in a disadvantageous competitive position. In this important story we present the case for 
the railroads and show what help they are seeking from Congress and from the I.C.C., and 
the prospects for receiving aid in certain areas—and where they are likely to be turned down. 





HE RAILROADS of the United States want 

more freedom. Their needs for more 
elbow room were set forth cogently by 
Walter J. Tuohy, President of the Chesa- 
peake & Ohio Railway in his recent testi- 
mony before the Surface Transportation 
Subcommittee of the Senate. If the rail- 
roads are to survive, Mr. Tuohy told the 
committee, they must have two basic free- 
doms, freedom from uneconomic burdens, 
and freedom to compete equally. 

For the railroads are in trouble. That 
must be evident to even the most casual 
reader of the news. In the last three 
months in particular, story after story has 
appeared on the front pages of our news- 
papers, calling attention to the difficulties 
the railroads are encountering. 

Perhaps the most sensational was the 
announcement last November that the 
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Pennsylvania Railroad and the New York 
Central were looking into the possibilities 
of a merger, to meet changed competitive 
conditions. Almost equally startling to in- 
vestors were the postponement of Penn- 
sylvania’s fourth quarter dividend, then 4 
reduction of the rate, and later omission 
of the first quarter payment in 1958; the 
deferring of distributions by Erie, Lacka- 
wanna, and New York Central; and _the 
announcement by. the Baltimore & Ohio 
that its regular distributions in 1958 will 
be only half those of 1957. j 

Early in December a delegation of rail- 
road presidents and an officer of the Asse 
ciation of American Railroads called at 
the White House, hoping to lay before the 
President an appeal for tax and regulatory 
relief. Later that month the roads filed 
with the I.C.C. a formal application for 
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selective increases in freight rates, estimated to situation and its effect on the national transportation 
average about 3%, their fifteenth since the end of picture.” Twenty four railroad presidents, as well as 
World War II. Hearings on this application, the association executives, economists, analysts, union 
effective date of which has been postponed from _ representatives, and members and representatives 
February 1 to February 15, began on January 29. of regulatory bodies, both national and local, are 

Meantime, William T. Faricy, chairman of the scheduled to be heard, assuring that the plight of the 
Association of American Railroads estimated that railroads will be kept in the public eye for some time 
the Class I roads, while they took in only about 144% _to come. It was before this group that C. & O. Presi- 
less revenue in 1957 than in 1956, suffered a decline dent Tuohy issued his call for freedom for the rails. 
of more than 15% in net income. He calculated total 


profits of the roads last year at $740 million, com- The C. & O. Plan 
pared with $874 million in 1956, and the postwar 
high of $927 million in 1955. The association’s econo- The Freedom from Uneconomic Burdens which 


mist, Dr. B. B. Behling, estimated that 1958 ton Mr. Tuohy believes would help to correct the present 
mileage would decline 5%, and that rate increases situation has four parts. The railroads want to be 
would not completely offset cost increases. Dr. Behl- free to: 
































































4} ing foresees a drop of almost 20% in 1958 net in- 1. Provide passenger service without the effect of 
‘, 7} come to about $600 million. That would be more than staggering losses. This means that they need to 
\ 4} 10% below the $674 million of the recession year, be permitted to discontinue unneeded passenger 
441954. : services and stations. In the past such efforts 
+} All this bad news was reflected in the prices of have often been blocked by local communities 
4} railroad stocks. In December 1957 railroad stocks which would be inconvenienced by suspension of 
+} touched the lowest level since December 1953, for service, state public service commissions, or other 
_/ | what may prove to be the nadir of a downtrend of regulatory bodies. Giving the I.C.C. appellate 
19 months since the postwar high was registered in jurisdiction over proposed curtailments of pas- 
May 1956. This was the longest downswing since senger service might do the trick. 

the end of World War II. It was also nearly the 2. Carry the mail at fair rates. The railroads have 
largest decline, amounting to about 45%, compared long contended that the rates paid for carrying 

with 47% in 1946-47. the mail are out-of-date and inadequate. 

Finally, on January 13, the Senate subcommittee, 3. Give better service by co-ordinating activities 
headed by Senator George A. Smathers of Florida, through mergers and elimination of duplicate 
began an investigation of “the deteriorating railroad facilities. Ralroads have almost invariably been 

ter el [r 
; Statistical Position of Leading Railroads 
vidual —Gross Revenues 
12 Months Percentage —Operating Ratio— Indicated 
1956 1957 Change 12 Months —Net Per Share*—— Current Recent Div. 
(Millions) y 4 1956 1957 1956 1957 Div. Price Yield Ratings 

Atchison, Top. & Santa Fe......... $590.1 $610.7 + 3.4 75.5%1 77.8%! $2.64 $2.30 $1.40 19 7.3% A3 

Atlantic Coast Line .... 166.6 163.3 — 9 85.3 84.1 4.79 4.20 2.00 31 6.4 B3 

Baltimore & Ohio ...... a. 426.41 428.21 + 41 80.41 80.2! 9.981 8.121 1.00 26 3.8 B3 

Chesapeake & Ohio ............ .. 418.7 432.3 + 32 67.21 = 67.91 8.28 8.36 4.00 53 7.5 Al 

sport: Chicago & Northwestern ... 208.91 201.61 — 3.41 88.0! 85.0! 412.991 44.051 ; 14 ; c3 
peer Chicago, Rock Island & Pac. ..... 200.0 209.5 + 42 77.01 78.3! 4.795 _ 3.021 2.70 22 «(12.2 B3 

Dela. Lack. & Western ..... 88.7 85.9 — 3.2 82.9 85.5 3.09 .26 7 7 é C3 

ise for Delaware & Hudson ..... 85.4 82.4 — 34 67.0! 71.11 5.16 4.45 2.00 22 9.0 B3 
. on Denver & Rio Grande W. ........._ 81.3 85.2 4+ 47 63.71 63.5! 5.391 5.931 2.50 38 6.5 BI 
om Sa 175.9 173.1 — is 78.3 81.5 3.08 1.21 ae . c3 
down. Great Northern Ry. .........00.......-. 280.5 275.3 — 12 74.6 77.1 5.32 4.38 3.00 35 8.5 BI 

Gulf, Mobile & Ohio.................. 84.1 85.4 + 16 75.1 79.1 4.01 2.28 1.00 16 6.2 C3 

PIN IIE vanconincsescesosexsesee 298.4 289.0 — 3.1 74.51 79.01 7.66 4.92 3.00 30 10.0 B3 

Kansas City Southern Ry. .......... 75.1 71.6 — 47 58.5 59.5 10.64 9.25 4.00 55 7.2 B3 

; Louisville & Nashville ............... 226.71 22451 — 91 7891 83.41 9.981 6.801 5.00 61 8.1 B3 
‘Yor Missouri Pacific oo... coo. 304.5 299.5 —16 76.11 76.71 8.504 7.984 2.406 234 10.4 c3 
i lities New York Central .................... 780.4 741.5 — 49 81.2 84.6 6.02 1.30 3 1S c3 
stitive N. Y. Chicago & St. Louis .......... 174.5 172.5 — 1.1 69.7 71.4 3.97 3.58 2.00 22 9.0 B3 
to in Norfolk & Western ............... a 239.6 251.1 + 47 68.8 68.2 7.39 7.75 3.60 60 6.0 Al 

Northern Pacific ............0..0.000.... 188.1 184.4 — 2.0 80.5 82.8 4.23 4.25 2.00 37 5.4 BI 

Penn- Pennsylvania o.oo... -ccccccecsssee 991.1 987.3 — $8 82.4 85.0 3.16 1.45 a c3 
shen 8 RR 138.0 136.3 — 12 76.5 80.0 6.65 5.36 2.00 24 8.3 A3 
ission St. Louis-San Francisco ............ _ 137.2 131.8 — 32 7721 = 78,71 3.421 1.901 1.50 13° «14S C3 
3+ the Seaboard Air Line ...........00......... 162.1 163.1 + 5 7431 75.61 3.84 3.54 2.50 24 «10.4 B3 

ae Southern Pacific System ........... 678.3 663.4 — 2.1 80.9 80.2 5.14 5.16 3.00 39 76 B2 
saCKa Southern Railway 0.0.0.0... 275.3 266.8 — 31 68.2 71.4 5.52 4.78 2.80 33 8.4 A3 
thf f} Union Pacific cece 514.3 5170 + 5 7251 73.51 3.36 3.34 160 27 59 A2 

Ohio Virginian Railway ..................... 56.4 64.6 +144 47.31 44.61 4.03 4.93 2.00° 26 7.6 Al 
8 will Western Marylond .................... 52.4 54.8 +45 694 702 10.22 12.20 3.00 52 57 #41 

Western Pacific ............ co 585 54.5 + 17 76.31 74,31 5.901 6.951 3.00 4k 6.2 RY 

€ rail- *—Before funds. 1—11 months to Nov. 30. 4—11 mos. net on class “A” stock. 
ra Deficit. 2—Directors took no action on div. 5—Plus possible extra. 

Ass0- 3—Directors omitted div. 6—Class “A” stock. 

led at RATINGS: A—Best grade. 1—Improved earnings trend. 

re the B—Good grade. 2—Sustained earnings trend. 

latory C—Speculative. 3—Lower earnings trend. 

filed D—Unattractive. 
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delayed in, if not prevented from, achieving such 
mergers, by regulatory bodies. Often when mer- 
gers are permitted, the roads find it difficult, if 
not impossible, to realize the expected benefits 
of eliminating duplication, because of the opposi- 
tion of labor unions who fear loss of jobs for 
their members. 

4. Build up reserves for the replacement of worn 
and obsolete facilities through larger deprecia- 
tion charges or other charges. The roads believe 
that present deductions and allowances are 
inadequate. 

Freedom to Compete Equally also consists of a 
number of elements and involves these sug- 
gestions: 

1. Repeal the excise taxes of 3% on freight and 
10% on passengers, imposed in wartime. (The 
original purpose of the passenger tax was chiefly 
to discourage travel.) The freight tax tends to 
drive business to private transportation, which 
is not so taxed. 

2. Charge users of highways, waterways, and air- 
ports fees which would reimburse the taxpayers 
for the money spent in creating, maintaining, 
and improving these avenues of traffic. Railroads 
have to provide their own facilities. 

3. Permit railroads to cut rates if they prove they 
can carry the traffic at a lower cost and make a 
profit. In other words, let the rails price their 
services on a competitive basis. At present it is 
more difficult to get a rate cut through the I.C.C. 
than a rate increase; the national policy seems 
to be to protect other carriers. 

4. Eliminate pseudo-private carriage, that is, pri- 
vate carriers who in effect act as common ¢car- 
riers; and reduce the number of exemptions on 
non-rail freighting which now free about two- 
thirds of highway traffic from regulation, to- 
gether with about 90% of waterway traffic. 

5. Permit the railroads to expand into other forms 
of transportation. At present they may not en- 
gage in trucking unless it is incidental to their 
railroad operation. Some railroads do operate 
trucking service though subsidiaries, but regula- 
tions are so restrictive that little more than a 
purely local service is possible. Liberalized rules 
would help, the rails say. 


Real Help Still a Long Way Off 


Although the freedoms for which Mr. Tuohy 
argues so persuasively are conceded to be reasonable 
by most fair-minded people, informed opinion holds 
that the railroads will get few of them in the fore- 
seeable future. The Administration (meaning the 
White House) is sympathetic with the problems of 
the railroads, and the I.C.C. is ready to go along. 
But the I.C.C. gets its directives from Congress, and 
the law-makers have not been in a mood to extend to 
the railroads the same protection, direct and indirect, 
as has been thrown around the other methods of 
transportation—by highway, water, and air. 

The President’s Cabinet Committee Report of 
1955, which contained in other form many of the 
recommendations which form a part of the ‘“free- 
doms,” is still awaiting action. Changes in deprecia- 
tion and tax provisions take years to obtain approval. 
As for consolidations and the reduction or elimi- 
nation of passenger service, the union members 
threatened with loss of jobs and the communities 
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threatened with loss of service usually involve more 
votes and other political power than the railroads 
and their investors can muster; hence there is little 
basis for hope that action will be speeded very much, 

Recent heavy capital outlays for new railroad 
equipment and improved facilities, combined with 
declining earnings, have reduced the net working 
capital of most roads. Their composite cash position 
is the leanest in many years. This situation has 
raised questions over the continuance of several 
dividends, notably those of the Chicago, Rock Island 
& Pacific, the Great Northern, Gulf, Mobile & Ohio, 
St. Louis—San Francisco, and Seaboard Air Line, 
If general business should continue to recede, low 
traffic and earnings could easily bring other roads 
to the point of considering whether they should not 
reduce disbursements to conserve liquid assets for 
whatever emergencies may be ahead. 

The investor or potentia] investor in railroad 
securities in times like these will probably be safer 
if he sticks to roads which, because of advantages 
like long hauls and little passenger traffic, strong 
finances, and excellent management, have demon- 
strated that they can do well even under the difficult 
conditions prevailing. Speculative profits are pos- 
sible in other railroads, for great as is the current 
affliction of the rails, they have recovered before and 
will doubtless do so again. It is the doubt as to 
whether even more difficulties are ahead before re- 
vival comes that makes investment in the less favor- 
ably situated railroads so hazardous at present. 


Coast to Coast Survey 


The best performance of 1957 was turned in by 
the Pocahontas coal railroads, largely as a result of 
the boom in export demand for coal. Second place 
goes to the Western roads, a number of whom en- 
joyed substantial income from oil and gas properties. 
The Southern railroads, although mostly reporting 
declines in earnings, did relatively well. Results in 
the Mid-Western group were spotty, but on balance 
must be classified as poor. The worst experience was 
that of the Eastern carriers, who felt the full effect 
of slackening businessv activity because they operate 
in highly industrialized territory. 


The Western Roads 


Atchison, Topeka & Santa Fe paid a 1957 year-end 
dividend of only 20¢ a share, compared with 55¢ a 
share twelve months earlier. This suggests that total 
1958 distributions may amount to only $1.40 a share, 
compared with $1.75 a share in 1957. The smaller 
extra undoubtedly reflects the lower earnings re- 
ported last year. Although Atchison enjoys long 
hauls and is completely dieselized, it felt the effect 
last year of a 5% decline in passenger revenue, 
rising labor costs, and heavier maintenance expendi- 
tures than usual. Some of these maintenance ex- 
penditures, resulting from flood damage in Texas 
and Oklahoma last Spring were non-recurring. 

Union Pacific earnings for 1957 were only slightly 
below those of 1956, thanks largely to increased 
income from oil and gas operations. Such non-rail 
profits accounted for about half of last year’s net. 
Total 1957 dividends of $1.60 a share, which may 
well be repeated this year, provide an attractive 
yield. Some decline in both railroad and non-rail 
income is in prospect this year, but the impact on 
the stock should be (Please turn to page 649) 
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* In 1957 the nation’s farm equipment makers 
road began to pull out of their private depression, but 
afer before the companies raise any banners for 1958 
ages they will have to weather the uncertainties of an 
rong election year and the incalculable effects of a general 
non- business recession. 
icult If it weren’t for these disturbing outside influences 
pos- the industry’s basic position would appear pretty 
rent sound at the present time. For one thing, the 1957 
and upturn in equipment sales was a healthy one, averag- 
s to ing about ten per cent for the entire field, and run- 
2 re- ning as high as twenty per cent for a few companies. 
vor- Moreover, rising farm income, the growth of larger 
3 farms and the cost advantages farmers derive from 
machinery all combine to paint an attractive equip- 
ment demand picture over the next several years. 
- In fact, the farm equipment producers are among 
it -! the very few industries facing a pent-up demand 
‘led situation today. The big question is whether farmers 


are going to follow through with their aggressive 
purchasing, extending the pattern of 1957—or hold 
off pending clarification of the political and economic 
picture, despite their pressing need for equipment. 

The reasons for this pent-up demand are not diffi- 
cult to discern. Small farm operation has been a 
losing proposition for decades, but today even the 
larger units are hard pressed to operate profitably 
unless the rising cost of farm labor can be counter- 
acted. There is ample proof that machinery can 
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offset labor costs, but farmers generally are reluc- 
tant to make capital outlays unless they feel that 
future income is secure enough to amortize the new 
machinery. 


In the immediate post-war years government 
financial aid to veterans, and the enormous food 
needs of a world decimated by six years of war 
spurred equipment sales on to new records. By 1952, 
however, world production of foodstuffs had recov- 
ered, farm prices weakened, and farm income started 
on a slow but steady decline. The principal result 
of this turnabout was the acceleration of the long- 
term trend toward fewer but larger farms, with 
large mechanized operators taking over the proper- 
ties of the small farmer. 

As a result, today there are over 450,000 farms 
in the country with net incomes in excess of $10,000 
per year. Prior to World War II, by contrast, there 
were only 45,000 farms in that category. 

This domination of farming by large organizations 
provides a sounder sales base for the farm equip- 
ment producers for two very important reasons: 
(1) farmers must keep their equipment up to date 
if they are to compete successfully with other farms, 
and (2) they have sufficient income and capital re- 
sources to establish credit standings with banks. 

It is interesting to note in connection with this 
last point, that just a few short years ago farmers’ 
borrowings were confined essentially to real estate 
and crop loans. Today, however, over 50% of farm 
credit is for mechanical equipment of some kind, 
and the percentage keeps growing each year. 


Equipment Purchases Now At Pre-War Levels 


The extent of the decline in farm machinery sales 
since the post-war boom is really amazing. Since 
late 1951, the last boom year for the equipment com- 
panies, farmers have been purchasing at a rate about 
equal to the pre-war highs set in 1937 and 1940. 
This means that despite the constant growth of our 
economy and the nation’s steadily rising need for 
foodstuffs, farmers are buying 60% less equipment 
today than they were in 1951. Yet the need for equip- 
ment has become more pressing with each passing 
year, and it may soon be critical as the heavy volume 
of the post-war years wears out and becomes useless, 
or overly expensive to maintain. 

Based on these factors the industry has projected 
some fancy output figures for the not too distant 
future, but even the conservative Department of 
Commerce forecasts an annual replacement demand 
of 300,000 tractors by early 1960. The figure may 
seem out of line when compared with the 225,000 
units the producers turned out in 1956 and 1957, 
but it appears more realistic when measured against 
the 400,000 per year output the industry averaged 
in the five years ending in 1952. 

What is true for tractors holds equally well for 
other types of farm equipment. In virtually every area 
of the country and every type of farming, mechani- 
zation is growing fast, while the small farmer is 
moving aside for the bigger operators. In the South- 
eastern part of the country even cotton, the last 
stronghold of the little farmer, is giving way rapidly 
to mechanization, and the area now provides the 
equipment makers with one of their most dynamic 
markets. Similarly, in the raising of livestock, new 
machinery is making smal] operations economically 
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unsound, and creating an active market for stil] 
newer and better equipment. 


Little Sales Advance in 1958 


But despite this picture of pent up demand and 
long term growth, most companies in the industry 
will settle for equipment sales equal the 1957 level 
in the year ahead, even if their sights are set for 
higher goals in the future. The reasons for this are 
wrapped up in two pressing factors. The first is the 
general business recession now in full swing, and 
its psychological] effect of farmers’ spending plans, 
Like most businessmen—or consumers—the average 
farmer may be tempted to stretch what he has for 
awhile longer until he can gauge the overall impact 
of the recession on his future income. 

Certainly on the surface the outlook for farm 
income in 1958 appears good, if weather conditions 
remain favorable. Toward the end of 1957 total farm 
income, including payments from the government, 
was running at close to a $32 billion annual rate, 
or the highest since 1951, when farmers purchased 
500,000 tractors. Moreover, farm products which 
usually decline in price during recessionary periods 
have remained surprisingly stable in the last few 
months, and actually account for the greatest share 
of the increase in the Wholesale Commodity Price 
index over the previous year’s level. Specifically, 
farm prices are 5.5% higher than in January 1957, 
while the overall index is up less than 2%. 

But the other big hitch in the rosy farm picture, 
aside from recession worries, is the mounting uncer- 
tainty over government payments to farmers under 
the various subsidy plans. In his Budget Message, 
President Eisenhower called for paring of all non- 
essential federal spending, and opponents of farm 
subsidies were quick to jump at a new chance to 
slash the programs. Furthermore Secretary of Agri- 
culture Benson has already indicated an unwilling- 
ness to continue the Soil Bank Program in its present 
form, and has received support from some members 
of the farming industry. A number of the larger 
and more efficient operators, in particular, now feel 
that the only ultimate solution to the surplus prob- 
lem is economical, business-like production, and not 
subsidies which keep the small, inefficient producer 
on the farm because he can live on subsidy payments. 

These are still minority sentiments, however. 
Other farmers, and their congressional representa- 
tives will not give up subsidies without a hard fight, 
but until the outcome is final, spending plans may 
be held in abeyance. 


Profits in 1958 


The full impact of these various uncertainties can- 
not be estimated, of course, but farmers are unlikely 
to spend more for equipment this year than in 1957. 
Therefore, the profit picture for most members of 
the industry will depend once again on how the 
companies fare in other fields. 

International Harvester, for example, the nation’s 
leading producer of farm equipment scored a mod- 
erate sales gain in its agricultural equipment lines, 
but a total sales decline of approximately 6.5 per 
cent. Harvester is, of course, a major industrial 
organization, holding an important place in the truck 
industry and the construction equipment fields 
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Leading Farm Equipment Companies 
—Dividend Per Share— 
Net Sales Net Profit Margin Current 
1956 1957 1956 1957 —Net Per Share—— Indicated Recent Div. Price Range 
(Millions) % % 1956 1957 1956 Rate Price Yield 1957-58 
Allis-Chalmers .............. $ 547.4 $ 533.91 3.7% $2.42 $2.15! $2.00 $2.00 25 8.0% 36%4-20% 
ME ND csciccisscissssecconassnens 87.0 123.92 941,12 1.0%? 4 .722 10 nil nil 16 1836-12% 
Caterpillar Tractor ................ 685.9 649.9 8.0 6.1 6.08 4.32 1.95 2.40 66 3.6 9912-552 
SR SIN: dcasnscansesocasve 313.52 388.1° 6.42 7.37 2.67" 3.962 1.75 1.75 30 5.8 3252-26% 
International-Harvester ........ 1,252.07 1,171.32 3.97 3.8 3.162 2.887 2.00 2.00 30 6.6 3834-255 
Minneapolis-Moline ...... 55.82 57.4 92 48,72 -16 45.722 nil nil 10% 18%4- 7% 
Myers (F. E.) & Bros. 13.6 13.18 7.73 7.18 5.273 4.648 3.00 2.80 41 6.8 50 -37%2 
Oliver Corp. ...... 107.82 101.62 1.82 6° 76" .132 70 .60 9 6.6 13%- 7 
4_Deficit. —Year ended Oct. 31. 
1_Estimated. 3—Year ended Sept. 30. 
naar = enn a * 











addition to its major stake in farm equipment. Truck 
sales were off a modest 3.4 per cent in 1957, but con- 
struction equipment volume receded by 26 per cent, 
and defense revenues by over 30 per cent. Normally, 
agricultural equipment accounts for about 33 per 
cent of total sales, but the small increase last year 
was not enough to counterbalance the sharp cuts in 
other lines. 

Profit margins narrowed slightly with the reduced 
volume, lowering per share net to $2.88 from $3.16 
per share a year earlier. In the year ahead final 
results will again depend largely on truck and con- 
struction equipment sales, although a strong attempt 
will be made to capitalize on the better farm market 
by introducing several new types of machines. 
Scheduled for full scale production in 1958 is a 
new rice harvester and thresher, a six-row corn 
— and cultivator and a new line of heavy-duty 
trucks. 

Truck volume in 1958 seems unlikely to match 
the 1957 level but steady parts replacement sales 
should moderate any further dip from that division. 
In all probability, therefore, Harvester’s earnings 
this year will depend largely on the share of the 
construction equipment market it can obtain for 
itself in a period of rising roadbuilding expenditures. 

Allis-Chalmers, another of the industry’s giants 
also had a better performance by its farm division 
offset by less attractive results from other fields of 
endeavor. Final figures are not yet available but the 
company has estimated total 1957 sales at $13.5 
million below the record $547 million achieved in 
1956. Farm equipment and heavy electrical equip- 
ment, which combined account for over 55% of 
sales, advanced in 1957, but construction equipment 
and industrial machinery slipped in the wake of 
large scale ‘cuts in capital spending throughout the 
economy. 

Net income per share will probably barely cover 
the $2.00 dividend, but some dividend security rests 
in the company’s excellent financial position and its 
adequate supply of cash. Nevertheless, unless the 
declining earnings trend of the last few years is 
reversed shortly, the company’s dividend policy may 
have to be adjusted downward. 

As with International Harvester, Allis-Chalmers’ 
fortunes in 1958 will hinge largely on the road- 
building program and the growing market for earth- 
moving machinery. 
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Less Diversified Companies Doing the Best 


In contrast te the performance of International 
Harvester and Allis-Chalmers, both well diversified 
major industrial companies, the showing of Deere & 
Co. in 1957 is revealing. Sales jumped 24 per cent 
to $388 million, the highest figure for any year 
except the record 1951. Reflecting the increased 
volume and price increases, profit margins widened 
to 7.3 per cent from 6.4 per cent and net income 
soared 43 per cent to $3.96 per share from $2.67 in 
the previous year. 

Deere’s activities are confined almost solely to the 
farm machinery field, and the company was thus 
able to benefit directly from the 1957 upturn in 
demand. In size it is second only to International 
Harvester in the agricultural equipment field, and 
offers a complete line ranging from farm tractors, 
harvesting machinery and seeding equipment to 
portable elevators and fertilizing accessories. 

Deere enjoys the advantages of strong dealerships 
and an excellent name in foreign areas. As a matter 
of fact, total consolidated sales, including overseas 
subsidiaries were $427 million. Further foreign ad- 
vances are expected in 1958 as a new plant goes into 
operation in Mexico, and as results begin to flow 
in from substantial recent investments made in Ger- 
many and other European countries. 

Sales in 1958 may not exceed the excellent 1957 
results, but earnings should be maintained. 

J. I. Case, which early in 1957 merged with Ameri- 
can Tractor and absorbed that company’s full line of 
crawler tractors and industrial equipment, scored a 
healthy sales gain in 1957. Full 1956 volume equalled 
$87 million, but by the end of last year sales climbed 
to $124 million and were still trending upward at 
year end. 

As a result of this sudden betterment the company 
ended the year with profitable operation, netting 
10¢ per share after a 72¢ deficit in 1956. 

Since the merger with American Tractor, the com- 
pany has embarked on a widespread publicity and 
public relations campaign aimed at farmers, dealers 
and users of industrial equipment. As part of the 
same campaign, it is planned to increase the number 
of farm equipment dealers to 4,000 from 3,400 and 
to expand its industrial equipment dealerships sub- 
stantially. At the same time, a new credit company 
was organized which will (Please turn to page 657) 
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x The haleyon days of moviedom, remarkable for 

“supercolossal” film productions, fabulous salaries 
and record-breaking box office receipts, have gone 
forever. Times have changed and many factors con- 
tributing to the extraordinary prosperity of motion 
pictures a few years ago have disappeared. This is 
generally accepted by industry officials as well as 
by investors who have followed the fortunes of movie 
stocks. 

Electronic research, which gave impetus to the 
vigorous upsurge in movies a generation ago through 
introduction of sound and color, turned the tables 
in the last decade when successful development of a 
new type of tube and other equipment paved the way 
for introduction of television as a major competitor 
for the public’s expenditures on entertainment. 
Other factors have come to the fore in recent years— 
such as the strong movement of middle class families 
from metropolitan areas to the suburbs and the trend 
toward large families, a phenomenon which encour- 
aged emphasis on home entertainment. Other diver- 
gences in social habits could be cited to explain a 
steady decline in theatre attendance in the last 
decade. The condition is well expressed by Joseph R. 
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Vogel, president of Loew’s, Inc., and deserves care- 
ful consideration. He writes in the company’s cur- 
rent annual report: 

“A decade ago movie-going was a habit seemingly 
ingrained in our social customs; theatres had a regu- 
lar and steady flow of patronage. Today, movie-going 
has become less of a habit and more of a special 
event. This change is the result of social, economic 
and technological factors which have greatly altered 
the American public’s pattern of leisure time activi- 
ties and, in the process, audiences have become more 
selective. Your management, therefore, carefully and 
realistically, must examine its picture-making and 
picture-marketing and must develop new concepts 
in time with current conditions.” 

Although television has not been wholly respon- 
sible for a precipitate decline in theatre attendance, 
popularity of home entertainment undoubtedly has 
accelerated the shrinkage in markets for Hollywood 
products. Extent of the unfavorable trend may be 
appreciated by industry figures indicating that aver- 
age weekly movie theatre attendance has fallen to 
around the lowest average in many years at about 
45 million weekly, compared with more than 80 
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million a week in the lush days of World War II. 
Movies Today Haunted by Old Films 


The fact that theatre attendance experienced an- 
other serious decline last autumn when industry 
officials had expressed hope of a favorable response 
to better quality productions caused renewed con- 
cern in Hollywood over TV competition. Neighbor- 
hood theatres felt vigorous competition for the first 
time from pre-1948 movies which nearly all major 
producers made available in one way or another 
to television networks. Tests indicated that so-called 
old movies had proved exceptionally popular with 
the television audience, and in Hollywood fear was 
expressed that the movie industry had taken a 
suicidal step in making its large inventory of films 
available as competition for theatres. 

Although exact statistical information is unavail- 
able, industry commentators have argued that lead- 
ing motion picture producers have lost more through 
lower receipts from new films than they have gained 
in revenues from television networks in current re- 
leases of pre-1948 pictures. In some quarters it has 
been suggested that if the old pictures had not been 
put on the airwaves in recent months, attendance 
might have continued a recovery evident through 
the first half of 1957 and, accordingly, might have 
rewarded movie producers — as well as theatre 
operators. 

Worried exhibitors have undertaken investiga- 
tions in an effort to appraise the damage and to 
seek remedies. Their first move has been an attempt 
to persuade producers to deter sale or lease of films 
produced since 1948. Concern over this latest threat 
gained momentum when Republic Pictures and the 
National Broadcasting Company announced an 
agreement which would permit the latter to telecast 
post-1948 films made by Republic. Popularity of old 
films is illustrated by the fact that since initial re- 
lease for TV last September they have climbed to a 
level where they account for about 25 per cent of 
all sponsored time on TV. 

Anxiety over future adverse effects on theatre 
operations was intensified recently when one of the 
comparatively recent popular films — “High Noon” 


starring Gary Cooper and Grace Kelly — was snown 
in selected areas. It has been estimated that this 
4-star 1952 film attracted between 75 and 80 per cent 
of the TV audience when it was telecast in New York 
and in a few other metropolitan centers. This show- 
ing, which was almost duplicated with the telecast- 
ing of another old-timer, “Rebecca of Sunnybrook 
Farm,” starring Shirley Temple as a child actress, 
roused protests among theatre operators and gave 
rise to talk of a plan under which theatre owners 
would combine to purchase more recent films for 
showing on closed circuits and wired TV outlets. 
Only a few post-1948 releases have been aired, and 
it seems doubtful whether major producers would 
consider TV offers for late releases until the market 
can better be appraised. In addition to “High Noon” 
television also has shown the “‘African Queen,” and 
“Moulin Rouge.” 


Trend to Diversification 


Steady reduction in box office receipts has dictated 
a policy of retrenchment on the part of major pro- 
ducers. Most of them have curtailed production of 
new films and have endeavored to arranged contracts 
with television networks for making pictures espe- 
cially for screening over the air. Columbia Pictures 
has concentrated for some time on production of 
films for telecasting, while work on telefilm projects 
has been accelerated by Warner Bros., Loew’s and 
Twentieth Century-Fox. Other producers have 
sought diversification in other directions. Stanley 
Warner, for example, has made a substantial invest- 
ment in International Latex, manufacturers of un- 
derwear, as well as in “Cinerama.” 

Twentieth Century-Fox has been especially ag- 
gressive in meeting the threat of television com- 
petition and in adjusting to changed conditions. 
This company has taken steps to diversify opera- 
tions for several years through arrangements for 
oil exploration on its lands and more recently 
through development of income-producing properties 
on used studio facilities. Plans call for drilling of as 
many as 20 to 24 wells on the site in Los Angeles 
where the film studio is located. Stockholders recently 
were advised that pro- (Please turn to page 654) 








Statistical Data on Leading Movie Companies 





Total Revenue 


1956 1957 





——Millions)— 1956 

Columbia Pictures $ 90.5! $101.51 $2.22! 
Loew's Inc. 172.3- 154.3- 91° 
Paramount Pictures 93.3 na. 4.43 

Republic Pictures 42.2 n.a. 18 

Twentieth-Century Fox 121.1 96.5° 2.34 
Universal Pictures 77.6 72.4 4.06 

Warner Bros. Pictures 


76.6 79.2 85 





Net Earnings 
Per Share 


Dividend Per Share 


Current 

Indicated Recent Div. Price Range 

1957 1956 Rate Price Yield 1957-58 
$1.76! $1.20" $1.20° 13 9.2% 2012-1 158 
d 09 1.00 504 14 22 -11% 

2.136 2.00 2.00 35 5.7 3678-28 
‘2 5 7 814- 434 
2.136 1.60 1.60 25 6.4 3034-1958 
2.83 1.25 1.25 20 6.2 307-1814 
1.90 1.20 1.20 17 7.0 287-1612 





n.a.—Not available. 
4_Deficit. 

‘—Year ene June 30. 
“—Year ened August 31. 
3—Plus stock. 





eee en eee 





FEBRUARY 15, 1958 


4—Paid in 1957; directors Oct. 30 omitted Sept. & Dec. 1957 div. 
5—Paid 5% in stock. 
5—9 months. 
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THE LIQUORS 


LOOKING 


TO 1956 


—with comparative breakdown of 1958 Annual 





@ The multi-fold uses of whiskey were underscored 
again just a few days ago in an announcement by 
the Barton Distilling Company of Chicago that it is 
planning to issue $1 million of notes with a “whisky 


chaser”. In these times of “hard sell’ — securities 
have had to carry all sorts of “sweeteners” to entice 
discriminating purchasers. And now, Barton has 
informed the Securities and Exchange Commission 
that for each $1,000 of notes an investor would re- 
ceive a warrant entitling him to purchase five barrels 
of Kentucky bourbon. These notes, it is understood, 
are to be secured by “not less than $1,250,000 origi- 
nal proof gallons of Kentucky bourbon whiskey pro- 
duced by the company after March 1, 1957.” 

At the moment, the nation’s distillers are spend- 
ing quite a bit of time on Washington’s Capital Hill 
these days with the expectation that the law makers 
will soon provide a sparkle or two to enliven the 
distilled liquor business whose fortunes have been 
rather bleak in recent years. But quite aside from this 
hoped-for congressional action for relief in such vital 
matters as the heavy excise taxes and the short bond- 
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Reports —and profit trends to the first half 


BY CHARLES GRAYSON 








ing period which are burdening producers, the distil- 
lers have some other irons in the fire! Their prospects 
have brightened potentially on the heels of an inten- 
sified merchandising effort. Then too, the industry 
has taken heart as consumers have shifted to the 
generally higher-priced liquors which, of course, 
have boosted profit margins. And finally—but by no 
means least important—the industry has made im- 
portant strides in its long range diversification pro- 
gram, which has begun to show some signs of 
paying-off. 


Some Measure of Tax Relief Vital 


As with most of the nation’s business enterprises, 
indeed as is the case with all tax payers, the tax 
collector presents a very real problem for the dis- 
tillers. The law makers have found, in fact, that 
taxing liquor is a bountiful and indeed politically 
popular source of revenue as the “drys” still con- 
stitute a sizeable and vociferous segment of our popu- 
lation. And so Congress has seen fit to boost the 
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excise tax from the 1934 level of $1.10 a proof 
gallon to $10.50 in 1951, the level at which it remains 
to this day. In fact, the last two world wars were 
responsible for a good share of the rise. With bur- 
geoning national expenditures, the levy was raised 
from $6 to $9 during the Second World War, and 
then at the time of Korea to $10.50. And there are 
also a whole slew of other taxes which contribute 
their share of the general tax burden, beginning 
with some sizeable state levies. 

Not only do these heavy excise taxes contribute 
to the consumers’ burden, as is quickly evident in 
the fact that this levy accounts for more than half 
of the retail price, but more remarkable is the fact 
that these taxes have fostered one of the biggest 
businesses in the country—bootlegging. Few realize 
that the volume of business of this thriving enter- 
prise runs to as much as one-fourth of all the dis- 
tilled spirits legally sold. The bootleggers reap 
handsome profits indeed as they remain quite un-con- 
cerned about such mundane aspects of their industry 
as excise taxes—except for perhaps a rap on their 
door one dark night by law enforcement officials. 
While the excise tax is scheduled to drop to $9 per 
gallon on April 1st of this year, there seems little 
likelihood that Congress will be in a mood to approve 
this measure. After all, the nation is faced with ris- 
ing budgetary requirements at a time when we are 
scraping the bottom of the money barrel, and per- 
haps of even more practical import is the fact that 
this is an election year. 

The industry stands a more likely chance for tax 
relief in the form of an extension of the bonding 
period limit. The law now requires that after liquor 
has been in bond for eight years, which is known as 
the bonding period, the owners must pay a tax 
thereon regardless of whether the spirits are sold 
or not, although they have the option of exporting, 
redistilling or destroying the liquor. The fact that 








made. This bill has gone to the U. S. Senate, which 
is expected to consider it—and industry sources ex- 
pect approval—in the current session. This bil! would 
also permit comingling, that is mixing old and young 
spirits, with the mixture assuming the age of the 
younger product. 


Distillers Have Renewed Confidence 


The distillers, which depend on their basic liquor 
operations for the bulk of their earnings, have good 
reason for their renewed confidence. Consumption 
of distilled spirits, which fell below 200 million 
gallons in 1947 and stayed below that level until 
1955, has been rising slowly in the past three years. 
More specifically, reflecting the inroads of bootleg- 
ging on the distillers’ volume, consumption in the 
United States of legally distilled spirits declined 
18% between 1946 and 1954, with the industry 
suffering accordingly. Beginning in 1955, however, 
this trend was reversed, and legal sales have been 
increasing at the rate of 5% a year since then. With 
rising demand, it has become possible to increase 
prices so that profits, which declined sharply between 
1950 and 1954, have since shown some recovery, 
although they are still well below pre-Korean levels. 
In the year ended June 30, 1957, the apparent con- 
sumption of 216.3 million gallons was 5% above that 
of the previous like period, and 12% ahead of the 
year ended June 30, 1955. Per capita consumption 
also went up in these years but not so steeply as 
personal income. The industry, which is happily 
optimistic, predicts at this early date in the New 
Year that consumption will notch a further advance 
in 1958. 

Furthermore, the distillers have been able to 
broaden both their product lines and profit margins 
as consumer preferences for the various kinds of 
distilled liquors have been changing. This trend has 

















there is no foreign market for American liquor has__ been particularly noticeable in recent years. For the 
tended to multiply the adverse facts of this force-out industry as a whole, blended whiskeys continued 
provision, which is a heavy drain on the working to show further declines last year, attributable to 
capital of the individual companies, and a constant growing consumer purchases of better profit margin 
threat to the market. straight whiskies“and vodka, both of which showed 
But relief seems on the way! During 1957, the good sales increases in 1957. Blends, for example, 
House of Representatives passed the Excise Tax have declined from almost 60% of total United 
Technical Changes Act (H.R. 7125), which, among States liquor consumption in 1950 to less than 40% 
istil- other provisions grants a twenty year bonding period today. Straight whiskies and bonds, meanwhile, ad- 
nects on all distilled spirits in bond as well as those to be vanced from less than (Please turn to page 652) 
nten- —EE oem soon 
istry Statistical D Leading Distill 
) the atistical Data on Leading Distillers 
urse, Dividend Per Share 
yy no Net Sales Net Profit Margin Current 
» im- 1956 1957 1956 1957 Net Per Share Indicated Recent Div. Price Range 
pro- ———(Millions) % % 1956 1957 1956 Rate Price Yield 1957-58 
is of American Distilling .... .. $71.51 $7621 1.8% 1.9%  $3.071 $3.441 $1.40 $1.60 26 5.3% 29%2-23% 
Brown Forman Distillers .... e 97.32 41.13 2.62 1.98 2.03" 543 8011 8011 15 5.3 19¥2-13% 
Distillers Corp.-Seagrams. ...... .. 746.34 n.a. 3.44 na. 2.904 1.105 1.70 1.70 26 6.5 34¥2-23Vs 
National Distillers & Chem. _ 543.1 538.5 4.1 42 2.04 2.05 1.0011 1.0011 22 4.5 281%-19% 
Publicker Industries ............. 159.5 n.a. 2 n.a. 005 14 .126 12 12 7 P- 4% 
rises, Schenley Industries 0.0.0.0... 404.17 469.97 2.07 2.37 1.937 2.457 ~—-1.00 1.0011 19 5.2 23%2-16% 
> tax H. Walker-Good. & W. 396.18 ne. 5.6% na. 2.618 879 1.3319 1.3310 99610 5.1 26%-25% 
» dis- 4_Deficit. 4—Year ended July 31, 1957. 10_Adjusted for 3 for 1 stock split, Febr., 1958. 
: that n.a.—Not available. 5—Quarter ended Oct. 31, 1957 11_Plus stock. 
ically 1—Year ended Sept. 30. 6_9 months ended Sept. 30, 1957. 12_paid 5% stock in 1956 & 1957. 
con- 2—Year ended April 30. 7—Year ended August 31. 
yopu- 3—6 months ended Oct. 31, 1957. 8—Year ended Aug. 31, 1957. 
. the 9—Quarter ended Nov. 30, 1957. 
ReeTT eceruary 15s, 1058 637 
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Take A Chance? 


Most of the popular, institu- 
tional-grade growth stocks, even 
though down sharply from ab- 
surdly extreme earlier highs, 
are still premium-priced. Pur- 
chases made here might take a 
very long time to pay off in any 
big way, and meanwhile the in- 
come return will be small. Look- 
ing forward not for the “long 
pull”, but to the next bull-market 
cycle, probably more money can 
be made in some unpopular stocks 
which are now largely, perhaps 
fully deflated. We are not talk- 
ing about cats and dogs. The 
search should center on possibili- 
ties in equities of some large, 
well-established companies. De- 
pressed stocks are not going to 
run away any time soon. You can 
take your time, nibble away, buy 
on minor dips. Wide further de- 
cline is highly unlikely in issues 
which have really “had it’ and 
for which there appears to be at 
least a fair-to-middling future 
when general conditions become 
more favorable again. Even so, 
buying a “package” of them in 
odd lots, to spread the risk, is pre- 
ferable to putting much money in 
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any one. In terms of the possible 
pay-off, we have no idea of the 
time factor, excepting that we are 
thinking neither of short term 
nor long pull. Call it perhaps one 
to three years. 


Burlington Industries 


The textile business is not a 
favored field. There is over-capac- 
ity and intense competition. But 
people continue to wear out clothes 
and to need new ones; and re- 
tailers find from time to time that 
their inventories are too low. 
They find out so in droves at about 
the same time, as if somebody 
rang a gong. Then orders flow 











ror PROFIT ann INCOME | 


to the manufacturers, prices firm 
and profits perk up. The down- 
ward cycle for textiles has usually 
been around 18 months. It will be 
around two years by mid-1958. 
Burlington Industries is the big- 
gest in the field and is broadly 
diversified. As is common in the 
industry, earnings are much un- 
der best earlier postwar levels 
above $4 a share. Whether the 
latter can ever be equalled is con- 
jectural. But profit is substantial 
at $1.64 a share for the fiscal year 
ended last September 30, against 
$1.63 in the prior year, $1.83 In 
fiscal 1955 and 94 cents in fiscal 
1954. Operating margin around 

















meme 
INCREASES SHOWN IN RECENT EARNINGS REPORTS 
1957 1956 
United Wallpaper, Inc. . 6 mos. Dec. 31 $ .33 $ .26 
Virginia Electric & Power Year Dec. 31 1.53 1.39 
Nopco Chemical Co. . Year Dec. 31 3.25 3.15 
| Detroit Edison Co. ....... .. Year Dec. 31 2.62 2.36 
Southern Company ... . Year Dec. 31 1.68 1.53 
Int. Business Machines .... Year Dec. 31 7.73 6.55 
Francisco Sugar ............ .. Year Oct. 31 2.87 1.06 
General Foods Corp. .... .. Quar. Dec. 31 83 .70 
Stone & Webster, Inc. . .. Year Dec. 31 4.91 3.23 
American Encaustic Tiling .. .. Year Dec. 31 1.80 1.50 
seer —————— 
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8% on annual sales over $670 mil- 
lion is not too bad. Judging by 
recent results under poor textile 
conditions, a sizable improvement 
could be ahead, with profit over 
$2 a share possible. On less than 
that, the stock sold as high as 
1914 in 1955 and at 2314 in 1951. 
It is now around 1114, against 
late-1957 low of 9; and yields 
close to 7% on a twice-covered 
80-cent dividend. A bull-cycle rise 
on the order of 50% to 75% is 
conceivable. The company’s finan- 
cial position is sound. The stock’s 
book value is over $25 a share. 


American Radiator 


This company is the largest, 
most strongly entrenched maker 
of plumbing and heating equip- 
ment, a field particularly de- 
pressed by shrinkage in housing 
activity, with resultant intensified 
competition and pressure on mar- 
gins. Not reported up to this writ- 
ing, profit last year probably was 
little, if any, above the $1 divi- 
dend, against net of $1.65 in 1956 
and $2.05 in 1955, within which 
the stock got to 27%. It is now 
around 1314, up from late-1957 
low of 1014. There will be a re- 
covery in housing, and in the com- 
pany’s profits; and there will be 
another bull market. Finances are 
comfortable, book value over $18 
a share. This is potentially a $20- 
$25 stock under reasonably favor- 
able conditions. If bought on small 
dips, percentage gain for the pa- 
tient holder could be quite large. 


Timken Roller Bearing 


As cyclical stocks go, this is one 
of the best names. The company 
is by far the leader in its field. 
Finances are strong. Things will 
improve for Timken when things 
improve for its customers. They 
are makers of automobiles, trucks, 
tractors, machinery, railroad cars 
and users of high-grade alloy 
steels, of which the company is 
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rated the fourth largest maker. 
Meanwhile, earnings dipped to 
$3.88 a share (preliminary) last 
year from 1956’s $4.09 (adjusted 
to present shares). As things look 
now, they will be materially lower 
this year, but comfortably above 
the $2 dividend. The stock has had 
a maximum decline of 44% from 
its 1957 high, making very large 
allowance for present adversity. 
It is now around 35, up from low 
of 30. It may well recede moder- 
ately from the present level. It is 
believed to be a $50-$60 stock in 
the next bull cycle. 


Whirlpool Corp. ' 

The home appliance business is 
more depressed than the economy, 
due to over-capacity and sharp 
competition. But the total market 
for appliances is huge; and there 
is more growth ahead for it. The 
trend has to be toward concentra- 
tion of more of the business in the 
hands of fewer large and strong 
companies, something like has 
happened in the automobile indus- 
try, even if not in equal degree. 
Whirlpool is the largest maker of 
home laundry equipment; and a 
large maker of refrigerators, air 
conditioners and cooking ranges. 
It is bound to be “top dog” as 
more of the weak concerns fall 
by the wayside. One very good 
reason for this is that Sears, Roe- 
buck, the biggest of all retailers, 
takes more than 50% of the com- 
pany’s total output and owns 17% 
of its stock. Another reason is 
that a number of products other- 
wise marketed carry the well- 
known RCA or RCA-Whirlpool 
trademarks. Radio Corp. owns 
19% of the stock. The present 
corporation stems from a 1955 
merger of Whirlpool, Seeger Re- 
frigerator and the range and air- 
conditioning divisions of RCA. 
Sales are around $400 million a 
year. Profit in 1957 probably was 
under $2 a share, against 1956’s 











Alpha Portland Cement 
Johns-Manville Corp. . 
Caterpillar Tractor Co. 
Rayonier, Inc. ............. 
International Harvester 
Armour & Co. . 
Pittsburgh Steel Co. 
Bliss & Laughlin, Inc. 
Celotex Corp. 

Gamewell Co. 





DECREASES SHOWN IN RECENT EARNINGS REPORTS 


1957 1956 

... Year Dec. 31 $2.90 $3.45 
.. Year Dec. 31 2.48 3.79 
.. Year Dec. 31 4.32 6.08 
. Year Dec. 31 1.13 2.65 

. Year Oct. 31 2.88 3.16 
Year Nov. 2 72 3.09 

.. Year Dec. 31 1.80 3.10 
... Year Dec. 31 3.23 3.47 
.. Year Oct. 31 4.00 6.42 
.. 6 mos. Nov. 30 1.35 1.79 
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$2.25. It could improve a bit this 
year, due to cuts in expansion- 
development costs as compared 
with 1957. Dividends are at $1.40. 
Earning power of $3-$4 a share 
is conceivable within not too great 
a time. The stock, now around 19, 
up from low of 1534, is off from 
1955 high of 3814. With no flat 
base indicated, it could drift 
lower ; but the adjustment hereto- 
fore seen has been broad. Bought 
at moderate concessions, the cy- 
clical potential for capital gain 
would appear to be relatively 
large. 


Air Lines 

In permitting what amounts to 
an emergency increase of about 
6.6% in passenger fares of do- 
mestic air transport companies— 
4% plus $1 per ticket—th2 Civil 
Aeronautics Board has belatedly 
and grudgingly conceded the obvi- 
ous: which is that, while fares 
were kept under a rigid ceiling 
through the long period of infla- 
tion, the industry’s costs rose 
sharply and profits fell out of bed. 
As recently as last August the 
Board turned down petitions for 
a 6% fare boost, pending comple- 
tion of its “general investigation” 
of fares. As we have noted before, 
the latter was initiated as long 
ago as May, 1956, under pressure 
from a Congressional committee, 
for the original purpose of deter- 
mining if existing fares were too 
high! It may not be completed for 
a good many months, by which 
time the industry probably will 
-need more additional relief than 
it will get. The present boost is, 
of course, better than none, but it 
will leave medium-term profits 
greatly depressed. The fact is that 
infrequent, moderate fare in- 
creases will not solve the prob- 
lem: which is that operating costs 
and the industry’s over-all plane 
capacity are rising faster than is 
traffic. Moreover, the problem will 
be magnified by the transition to 
jet transports, starting in 1959. 
Operating costs of jets, including 
pilot salaries up to around $26,000 
a year, will be well above those 
of present planes. The numerous 
“break-in” costs to get jets into 
scheduled regular operation will 
be heavy. Depreciation charges, 
already in an upward trend, will 
be heavier. And the lines will be 
obliged to pay interest on large 
sums borrowed to buy jets. The 
stocks, although still far down 
from earlier highs, have had sub- 

(Please turn to page 657) 
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Hit Business 








Business 
Trend 
Forecaster” 


INTERESTING TO NOTE — 
The rise in industrial production 
line between 1956-57 was offset 

by economic decline in that Sa Rana 
period, which accurately forecast 

heavy inventory accumulations. 


Wa the many revolutionary changes in our ne, 


it was evident that various indicators previously used shou 
oe ped and new ones substituted, in order to more accu- 
rately forecast developing business trends. 


THE BUSINESS FORECAS 











COMPONENTS OF TREND FORECASTER* 
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THE TREND FORECASTER 


RELATIVE STRENGTH MEASUREMENT 


J i 1958 


This we have done in our new Trend Forecaster (developed 
over a period of several years), which employs those indicaton 
(see Components of Trend Forecaster) that we have found te 
most accurately project the business outlook. 


As can be seen from the chart, industrial activity in itself is 
not a true gauge of the business outlook—the right answer can 
only be found when balanced against the state of our economy 
as presented in our Relative Strength Measurement. 


The Trend Forecaster line does just that. When it changes 
direction up or down a corresponding change in our economy 
may be expected several months later. 


The depth or height of the developing trend is clearly pre 
sented in our Relative Strength Measurement line, which re 
flects the rate of expansion or contraction in the making. 
particularly favorable indications cause a rise that exceeds 
plus 3 for a period of time, a strong advance in general bust 
ness is to be expected. On the other hand, penetration of 
minus 3 on the down side usually precedes an important com 
traction in our economy. 


We believe that subscribers will find our Business Trend 
Forecaster of increasing usefulness both from the investment 
and business standpoints. 


Current Indications of the Forecaster 


Current figures for the Trend Forecaster and its components 
point to further business weakness in coming months. The highly 
important new orders for durable goods fell by $800 million 
in December, despite a sharp pick-up in defense orders. Aver 
age hours worked remained in a long-term downtrend and 
raw industrial commodity prices eased further. Two indicators 
showed improvement, namely stock prices, which rose strongly 
in January and non-residential construction contract awards, 
whose 3-month moving average remained in a slow uptrend. 
On a longer-term basis, this was the only rising indicator while 
the other seven continued to decline. 

On the basis of preliminary data, the Trend Forecaste! 
continued to fall through December while the Relative Streng 
Measurement dipped to minus 3%, its lowest point since 1953 
At this level it signifies important business weakness thr 
at least the first half of 1958. 
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CONCLUSIONS IN BRIEF 


PRODUCTION—Oviput is still pcinting downward. The 
National Association of Purchasing Agents reports 
additional cuts in production and incoming orders in 
January. Expect further output declines in coming 
months as inventory reduction continues. 


TRADE—Retail sales slightly higher in December, with 
nondurables garnering all of the increase. Current in- 
dications are that sales turned sluggish in January 
with rising unemployment curtailing consumer buying 
inclinations. 


MONEY & CREDIT—Federal obligations fell more than 
three points for some maturities in the wake of a long- 
term Treasury offering at well over going rates. How- 
ever, indications are that credii easing will become 
more aggressive and this should maintain the longer- 
term upward course of bond prices. 


COMMODITIES—Official wholesale price indexes stiil 
hover at close to peak levels. However, well-hidden 
price concessions appear to be spreading. Near-term 
outlook: Continued price sluggishness with some tend- 


ency towards easing. 
" 








MONEY AND BANK CREDIT 
(WEEKLY REPORTING MEMBER BANKS) 
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Confidence in the economic outlook has revived a bit in 
recent weeks, as some businessmen begin to feel the effects 
of increased defense orders while others are hopeful that 
larger armament outlays will spark an upturn in general 
demand. 


The revival of optimism—reflected most noticeably in the 
stock market—should not blind us, however, to the fact that 
the validity of this turn-about in expectations still remains 
to be justified. The question we must answer is whether a 
lift in Federal spending during the next fiscal year, of some 
$2 billion from current levels, will be enough to more than 
counterbalance the areas of weakness that are still clearly 
visible. 

Admittedly, the prophets of improvement have more 
strings to their bow than heavier defense outlays. Other 
types of government spending—such as increased social 
security payments, highway building and other state and 
local disbursements—are also being counted on to stimulate 
business. 


Against these areas of improvement, there are several 
sources of weakness to consider—the most serious, perhaps, 
being the deepening freeze in expenditures for new plant 
and equipment. In October, businessmen were planning a 
$3.1 billion reduction for 1958 compared with the rate in 
the fourth quarter of 1957. However, signs of weakening 
demand for some of the hitherto stable non-manufacturing 
lines and a sharp decline in appropriations for future cap- 
ital spending have appeared in recent weeks. Nor is much 
support to be expected from defense orders in industries 

(Please turn to following page) 
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THE MONTHLY TREND (oun | month tanth month ge 
INDUSTRIAL PRODUCTION® (FRB)_ | 1947-’9-100 Dec 136 139 147 
Durable Goods Mfr.— 1947-'9-100 Dec. 148 153 167 
Nondurable Goods Mfr.____ | 19.47-’9-100 Dec 127 128 130 
Mining ee Dec 121 123 130 
RETAIL SALES* $ Billions Dec 16.7 16.6 16.3 
Durable Goods $ Billions Dec. 5.5 5.6 5.8 
Nondurable Goods. $ Billions Dec 11.2 11.0 10.4 
Dep't Store Sales ____ |: 1947-'9-100 Dec 139 134 137 
bere eotadeeesel | $ Billions Nov 26.2 26.2 30.0 
Durgble Goods $ Billions outs 12.3 12.2 15.8 
Nondurable Goods____| $ Billions ~_ as 13.9 14.2 
Shi ts* $ Billions Nov 28.1 27.4 28.5 
Suschile Goods $ Billions —_ eee 13.5 143 
Nondurable Goods ___ | $ Billions — ones 13.9 14.2 
BUSINESS INVENTORIES, END MO.* | $ Billions Nov 90.9 91.1 88.5 
Manufacturers’ $ Billions Nov 53.8 54.1 52.2 
Wholesalers’ $ Billions Nov 12.8 12.8 12.8 
Retailers’ $ Billions Nov 24.3 24.2 23.5 
Dept. Store Stocks. 1947-'9-100 Nov 153 154 151 
CONSTRUCTION TOTAL____ Dec 3.7 4.1 3.5 
Private $ Billions Dec 2.7 29 2.7 
Residential $ Billions Dec 1.4 us 1.4 
All Other $ Billions Dec 1.3 1.4 1.3 
Housing Starts*—a $ Billions Dec. 970 1,010 1,020 
Contract Awards, Residential—b__ Thousands Dec 757 930 699 
All Other—b $ Millions Dec 1,224 1,441 1,358 
a a. Millions Dec 64.4 64.9 64.6 
Non-Farm Millions Dec 53.0 52.8 53.6 
Government. Millions sce - sa 76 
Trade ae ee. Millions Dec 12.3 11.8 12.3 
Factory an Millions Dec. 12.5 12.7 13.4 
Neurs Weshed Hours Dec 39.3 39.3 41.0 
Hourly Earnings Dollars Dec 2.11 2.11 2.05 
Weekly Earnings. Dollars os 82.92 82.92 84.05 
PERSONAL INCOME —__ | $ Billions Dec 343 345 335 
Wages & Salaries $ Billions Dec 239 240 235 
Proprietors’ Incomes__— $ Billions Dec 50 50 50 
Interest & Dividends. $ Billions Dec 30 32 29 
Transfer Payments__________ | $ Billions Dec 23 23 19 
Farm Income | $$ Billions Dec 16 15 15 
CONSUMER PRICES. 1947-'9-100 Dec. 121.6 121.6 118.0 
Food 1947-'9-100 Dec. 116.1 116.0 112.9 
Clothing ___ | 1947-'9-100 Dec. 107.6 107.¢ 107.0 
Housing ___ | 1947-’9-100 Dec 127.0 126.8 123.5 
MONEY & CREDIT 
All Demand Deposits*_____________| § Billions Dec 104.9 105.9 106.7 
Bank Debits*—g $ Billions Dec 80.8 78.6 76.6 
Business Loans Outstanding—c $ Billions Dec 32.3 31.5 31.1 
Instalment Credit Extended* $ Billions Dec 3.6 3.6 3.5 
Instalment Credit Repaid*__________| $ Billions Dec 3.5 3.4 3.2 
FEDERAL GOVERNMENT 
Budget Receipts___..______________| $ Billions Dec 6.0 48 5.4 
Budget Expenditures______________| $ Billions | Dec 5.8 5.8 5.7 
Defense Expenditures___________| $ Billions | Dec 3.6 3.4 3.5 
Surplus (Def) cum from 7/1 $ Billions | Dec (6.7) (6.9) (5.7) 





_ | Other areas of weakness are foreign de- 


_ still high compared to sales. Finally, in the | 
| less ponderable field of consumer spend- | 


| time, it is going to take more than an in- 
| crease in outlays of the size currently con- 


, quarter of 1957, according to preliminary 


| nomic Report. This was $3.9 billion under 


| ahead of a year ago. Biggest dip in the 


| ing its take to $255.0 billion. Corporations 


| their pre-tax profits falling by $1.5 billion | 


"in 1950 to 5.7% last year. The downtrend 


| a large part of which have been in the 
| form of higher wages. As a result, cor- 


| PRESENT POSITION AND OUTLOOK 





which can expand output with existing | 
capacity. On this basis, outlays for plant | 
and equipment are vulnerable to a much | 
sharper drop than is generally expected. 


mand, which could decline markedly from 
recent levels, and inventories, which are 


ing, which fell by $1.1 billion in the latest 
quarter, the near-term outlook is darkened 
by the prospect of increased layoffs and 
a further shrinkage of the work-week. This 
could lead to greater curtailment of the 
public’s spending proclivities. 

Summing up the areas of weakness, it 
is evident that their combined weight could 
over-ride the factors of improvement. Un- 
doubtedly, increased defense outlays are 
a welcome cushion that will prevent the 
more drastic type of set-back. At the same 





templated to turn business upward again. 
* * * 

NATIONAL INCOME-1t fell to $358.3 

billion at annual rates in the fourth 


data derived from the President's Eco- 
the previous quarter but still $5.0 billion 


latest period was in the wage and salary 
category which fell by $2.0 billion, reduc- 


suffered the biggest percentage decline, 


or 4% while after-tax net was $700 mil- | 
lion lower. 

The workers’ share of national income 
remained high last year despite the dip 
in the fourth quarter, accounting for 
70.9% of the total. This compares with a 
take of only 64.3% as recently as 1950. 
Corporate after-tax profits on the other 
hand, fell from 9.2% of national income 


in the corporate share of income reflects 
difficulties in passing on increased costs, 





porate liquidity has suffered and expan- 
sion plans have undoubtedly been ad- 
versely affected. 

* * 7 


ELECTRIC UTILITY EXPANSION — The 
nation’s electric power companies, at 
latest report, were planning to increase | 
their capital spending by 11% in 1958, 
to a record $5.2 billion, despite the gen- 
eral business contraction and the steep | 
cuts in capital outlays of other industries. 
The reason for the expansion-mindedness 
of utility executives rests of course on the 
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iE | 
0K QUARTERLY STATEMENT FOR THE NATIONAL ECONOMY " PRESENT POSITION AND OUTLOCK 
ine In Billi f Dollars—: ‘ 2 aie . 
m | n ons of Dollars—Seasonally Adjusted, at Annual Rates long-term growth of demand for electric 
ri 1957. a power. Output of electricity rose 6.3% 
b | SERIES IV TT " IV last year, the twelfth consecutive year of 
7 Quarter Quarter Quarter Quarter growth. However, the industry is not 
ted. . : 
eo GROSS NATIONAL PRODUCT___ 433.0(e) 439.0 434.3 426.0 wholly immune from weakness in general 
Ter Personal Consumpti 282.5(e) 283.6 278.9 272.3 business, as is evidenced by the 3.4% de- 
ter any anna 61.0(e) 65.5 65.0 68.5 cline in electric power output from its July 
= ence See 2.5) a2 a5 4 ak. If general business continues to 
1 the | Government Purchases 87.0(e) 86.7 86.9 82.8 pee ree 
ae Federal 50.0(e) 50.6 51.1 49.0 recede, the electric companies may have 
wail State & Local 37.0(e) 36.1 35.8 33.9 second thoughts about expansion. 
* * * 
=ned PERSONAL INCOME 4. 46. 42.4 5 
pou Seats Gsiden Tignes —— = a aa MORE ON DEFENSE ORDERS — New 
This Disposable | - 301.0(e) 302.9 299.5 294.0 orders from the Defense Department for 
i - ones oe et dean 282.5(e) 283.6 278.9 272.3 hard goods, picked up sharply in the last 
ented 18.5(e) 19.3 26.6 21.7 three months of 1957, after an almost 
aie CORPORATE PRE-TAX PROFITS*____ 40.3(e) 41.8 42.0 45.6 equally sharp dip in the preceding quar- 
ould Corporate a - ae ot 7a a ter. Total order plucements in the fourth 
| oy he agg yw , quarter came to $3.6 billion as against 
-Un- Dividend Pay 11.7(e) 12.6 12.5 11.5 gle: . 
oa Retained Earnings 8.1(e) 79 8.0 10.8 only bag — he the previous em 
onths. Although the spurt was a welcome 
- the UTLAYS___ 35.5 37.8 37.0 36.5 ee 
Fee RMS 6 eee Cum. : addition to company backlogs, total orders 
> has THE WEEKLY TREND for durable goods continued to decline 
peeing during the period. Defense orders are due 
vain ail — sad —— = to rise further in coming months; to $4.6 
; & ee . 7 billion in the first three months of this 
MWS Business Activity Index*___ | 1935-’9-100 Jan. 25 | 276.4 278.3 297.5 year and $5.2 billion in the second 
o MWS Index—per capita*___| 1935-’9-100 Jan. 25 | 207.8 209.9 227.0 quarter. Thus they will be a sizeable 
urt Steel Production______ | %_ of Capacity Feb. 3 53.9 54.1 97.1 : * 
nary Auto and Truck Production Th d Feb. 1 135 132 173 source of pper for affected industries. 
ess Paperboard Production Th d Tons Jan. 25 267 282 283 However, orders cannot long be aaer™ 
Paperboard New Orders_______ | Thousand Tons Jan. 25 237 256 235 tained at the higher figure as they will 
a Electric Power Output*______| 19.47-'49-100 Jan. 25 227.4 227.7 227.6 then be running in excess of the planned 
ion Freight Carloadings Th d Cars Jan. 25 551 572 666 . ili ¥ 
. the Engineering Constr. Awards. $ Millions Jan. 30 390 219 407 — = —— for aoe er e~ 
lar Department Store Sales________ | 19.47-'9-100 Jan. 25 93 103 96 Another consideration is the fact that 
4 Y Demand Deposits—c________| $ Billions Jan. 22 56.6 56.5 58.3 some of these orders call for distant de- 
vos Business Failures Number Jan. 23 | 333 260 258 liveries and this could mute their stimu- 
08 lative effect on industry. 
llion *—Seasonally adjusted. (a)—Private starts, at annual rates. (b)—F. W. Dodge unadjusted data. (c)—Weekly reporting member banks. (d) Excess of dispos 
mil- able income over personal consumption expenditures. (e)—Estimated. (f)—Estimated by Council of Economie Advisors. (g)—337 non-financial centers 
(na)—Not available. (r)—Revised. Other Sources: Federal Reserve Bd., Commerce Dept., Securities & Exch. Comm., Budget Bureau. 
y~ THE MAGAZINE OF WALL STREET COMMON STOCK INDEXES 
ip ; ; 
for ‘57-'58 Range 1958 1958 
No. of ‘57-'58 Range 1958 1958 (Nov. 14, 1936 Cl.—100) High Low Jan.24 Jan. 31 
tha 9 
950 Issues (1925 Cl.—100) High Low Jan.24 Jan. 31 100 High Priced Stocks .............. 236.9 185.8 196.9 197.6 
th . 300 Combined Average .............. 346.6 270.4 298.9 299.4 100 Low Priced Stocks ................ 415.9 311.7 359.6 357.9 
ther 
ome 4 Agricultural Implements ........ 282.4 181.9 216.5 214.6 Be I I hosiecescncetoncscdenes 762.2 515.0 612.9 607.7 
d 3 Air Cond. (‘53 Cl.—100) ...... 122.8 82.7 95.6 93.0 4 Investment Trusts .................. 184.5 137.5 151.3 154.0 
ren | 9 Aircraft ('27 Cl.—100) .......... 1388.8 882.6 1041.1 1031.3 3 Liquor ('27 Cl.—100) ............ 1094:5 855.7 940.3 940.3 
lects 7 Airlines (‘27 Cl.—100) .......... 1022.5 581.5 709.8 698.0 DI Svsccncessscisesscssses — Sane 338.6 274.7 367.9 
osts, 4 Aluminum (‘53 Cl.—100) ...... 464.5 253.4 273.7 268.6 3 Mail Order .............. — 174.6 135.2 154.1 154.1 
the 6 Amusements ..............cecccseseee 172.6 119.0 139.2 138.0 4 Meat Packing 142.6 103.5 130.3 127.0 
pas 8 Automobile Accessories ........ 384.4 284.7 313.2 313.2 5 Metal Fabr. (‘53 Cl.—100) .... 198.3 131.6 153.0 161.1 
6 Automobiles Oat CE Rear 54.3 38.1 43.4 44.2 9 Metals, Miscellaneous ............ 420.9 263.1 294.7 302.6 
2an- 4 Baking ('26 Cl.—100) sis 30.4 26.3 30.1 30.4H RSE OES : 789.9 883.9 900.7 
ad- 4 Business Machines ........... o. 12083 863.7 924.2 924.2 22 Petroleum ............. , 642.6 674.7 674.7 
dy ... 652.3 496.7 540.3 535.2 21 Public Utilities 236.5 269.1 269.1 
5 Coal Mining ................... ee 25.1 16.8 20.1 19.6 7 Railroad Equipment .............. 91.4 54.8 64.7 63.6 
4 Communications ...0................ 106.0 83.1 89.9 91.6 eee 72.7 41.7 46.7 47.1 
The 9 Construction .o.......cccecccccssseeees 126.8 100.7 116.9 116.9 3 Soft Drinks 509.8 432.7 489.3 493.7 
at | 7 Containers ........... 799.9 656.5 748.5 755.4 12 Steel & Iron -. 393.0 235.8 266.1 263.7 
ase | 7 Copper Mining 307.6 179.7 191.9 201.1 ES cite tinisiencscnsicanga — 116.9 96.9 109.7 107.7 
. 8 | 2 Dairy Products 121.4 103.8 119.1 120.2 |, SEER renee ree 926.7 521.2 581.0 591.8 
758, | 6 Department Stores ................ 89.2 75.1 82.6 84.9 10 Television (‘27 Cl.—100) ...... 36.0 27.2 30.5 31.3 
jen- 5 Drugs-Eth. (’53 Cl.—100) ...... 259.2 175.2 221.9 226.6 hh . {eee 149.9 96.7 114.8 114.8 
jeep 6 Elec. Eqp. (’53 Cl.—100) ...... 244.4 183.3 207.2 205.3 3 Tires & Rubber . wee 152.8 159.3 157.8 
sea | 2 Finance Companies 607.8 525.0 602.2 607.8H A. . ene aon «= CN 87.0 119.4 117.3 
‘ 6 Food Brands ................ ... 280.2 239.8 278.1 270.5 2 Variety Stores 298.8 219.5 256.8 263.4 
— BD FOO SHIOG oss ccncsesncsssssnsoien 188.9 153.8 187.7 187.7 17 Unclassif’d (‘49 Cl.—100) ...... 168.9 137.2 153.7 153.7 
the |} | canines 
ae a." H—New High for 1957-1958 
EET) FEBRUARY 15, 1958 643 
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Fj Trend of Commodities 





SPOT MARKETS-—Sensitive commodity prices, as measured by 

the Bureau of Labor Statistics’ daily index of; spot prices, have 

been in an essentially sidewise trend since November. During 

this period, prices of raw industrial materials has continued to 

decline while food prices have risen. In the two weeks ending 
January 31 both these components of the index fell slightly 
I and the index itself gave up 0.1% to close at $4.9. Changes in 
individual commodities pretty much counter-balanced each 
other. Copper and lead prices were lower but steel scrap and 
tin improved. Cotton was slightly easier but wool tops strength- 
ened. In general, purchasers were marking time and wit! 
producers still intent on liquidating inventories, no impetus to 
push prices higher seems to be in the offing. 


FUTURES MARKETS—Most commodity futures were inclined to 
weaken in the fortnight ending January 31 although losses in 
most cases were moderate. 

Wheat prices were mixed during the period under review, 
The old crop futures showing weakness while the new crop 
options were slightly higher. Basic statistics still point to a 
larger winter wheat crop this year with growing conditions 
good. As for the 1957 crop, the last day for placing last year’s 
wheat in the loan was January 31 and there is no indication 
as yet as to what the total will be. However, judging by recent 
trends in exports, impoundings, redemptions and government 
sales, we would expect a plentiful supply of free wheat to be 
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1951 1952 1953 1954 1955 1956 1957 1958 1956 1957 
BLS PRICE INDEXES Latest 2Wks. 1Yr. Dec. 6 BLS INDEX 22 BASIC COMMODITIES 
1947-49—100 Dee Cato Ago Ago i? 95 
All Commodities Jan.28 118.8 118.7 116.9 60.2 93 93 
Farm Products Jan. 28 94.3 93.8 89.3 51.0 
Non-farm Products Jan. 28 125.9 125.9 125.2 67.0 91 91 
22 Basic Commodities Jan. 31 84.9 85.0 90.1 53.0 | | 
9 Foods Jan.31 87.0 87.1 82.0 46.5 89 (1947-1949—100) 89 
13 Raw Ind‘l. Materials Jan. 31 83.3 83.4 96.0 58.3 i 
5 Metals Jan. 31 85.5 85.7 115.4 54.6 87 “7 
4 Textiles Jan. 31 78.5 783 848 563 
85 85 
MWS SPOT PRICE INDEX | ai 
14 RAW MATERIALS 
1923-1925 AVERAGE—100 MWS RAW MATERIALS SPOT PRICE INDEX 165 
165 
AUG. 26, 1939—63.0 Dec. 6, 1941—85.0 | 
| 1957-8 1956 1953. 1951 1945 1941 j160 160 
High of Year 166.3 169.8 1622 215.4 989 85.7 | 
Low of Year 148.4 163.1 1479 1764 967 743 155 155 
Close of Year 165.5 152.1 1808 98.5 83.5 - - 
DOW-JONES FUTURES INDEX 165 DOW JONES FUTURES INDEX 165 
we 
12 COMMODITIES 160 A | Ww \ 160 
AVERAGE 1924-1926—100 ace y 7 
1957-8 1956 1953 1951 1945 1941 155 5 ant NA 155 
High of Year 163.4 166.7 166.5 2145 106.4 84.6 P 
Low of Year 153.8 162.7 166.8 189.4 1059 84.1 150 150 
Close of Year 163.1 147.9 176.4 96.7 74.3 JULY AUG. SEPT. ocT Nov ment pom 
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Appraising Year End 
Corporate Statements 
—And Trends 


(Continued from page 615) 


oi] exploration. Nevertheless, for 
the immediate future, prospects 
are for lower earnings and a 
weakening price structure. 

Jersey, with its excellent or- 
ganization and command of re- 
sources should not be severely 
affected by the slowdown during 
1958, but the smaller or less di- 
versified operators may suffer 
severe earnings cuts. Sun Oil, for 
example, saw its fourth quarter 
net drop 54¢ per share from $1.29 
in the previous three months. Full 
year earnings were off to $4.17 per 
share from $5.22 last year, and a 
further decline is to be expected 
in 1958. As a distributing organi- 
zation, the company is caught in 
a tight squeeze between high 
wage and distribution costs and 
a shaky but still high price level 
for the products it must purchase. 

For investors, concerned pri- 
marily with the safety of their 
capital and the certainty of divi- 
dend returns, the picture that 
emerges from 1957 reports is not 


| a reassuring one. Fourth quarter 


ie eeceteatiacetietaceniaadeiaeeaeenseatenaneeamant iain aentencenmeanen aienenenmane nen een eee 


results are not necessarily worse 
than expected, but they are har- 
bingers of earnings to be antici- 
pated in the first half of 1958, 
and in this respect they cast a 
number of serious doubts. 

Undoubtedly the comparative 
strength in the stock market rests 
on the conviction that President 
Eisenhower’s optimism about the 
second half of the year is justi- 
fied. Perhaps it is. But if not, 
then many more dividends are 
going to be pared later in the 
year. Corporate liquidity is too 
low to allow continued payments 
at high rates. 

For publication, most business 
executives remain optimistic 
about the latter half of 1958. 
However, the mounting chorus of 
cries for tax cuts and other forms 
of government aid to stimulate 
buying indicate more worry than 
ls being expressed. Most expect 
poor first quarter earnings. The 
key to the rest of 1958 therefore 
will be the level of business 
through most of the second quar- 
ter. If by mid-year business has 
either leveled off or turned up- 
ward the recession will be on its 
Way out. —END 
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FIELDING H. LEWIS, Industrial Agent W. E. OLIVER, Industrial Agent 
PITTSBURGH 22—COurt 1-6220 CHICAGO 7—WAbash 2-2211 
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The Personal Service Department of THE MAGAZINE OF WALL STREET 
will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. The service in conjunction with your 
subscription should represent thousands of dollars in value to you. It 
is subject to the following conditions: 


intervals. 
addressed envelope. 


envelope. 
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Give all necessary facts, but be brief. 
Confine your requests to three listed securities at reasonable 


No inquiry will be answered which does not enclose stamped, self- 
No inquiry will be answered which is mailed in our postpaid reply 


Special rates upon request for those requiring additional service. 





Monsanto Chemical Co. 


“IT have noticed that Monsanto Chemical 
Co. stock has been a relative market 
laggard and as this company is re- 
garded as a ‘blue chip’ I would appre- 
ciate receiving recent data on the com- 
pany and also an opinion as to its 
outlook.” D.E., Clearwater, Florida 


Monsanto Chemical Co. is the 
leading producer of a diversified 
line of chemical products such as 
heavy chemicals, plastics, phos- 
phorus compounds, detergents, 
plasticizers, pesticides and agri- 
cultural chemicals. The company 
over a period of years has a good 
growth record and the merger of 
Lion Oil Co. in 1955 expanded 
operations into petroleum prod- 
ucts and anhydrous ammonia. 

Sales in 1957 of Monsanto 
Chemical Co., its domestic and 
foreign subsidiaries and that por- 
tion of the sales of associated 
companies represented by Mon- 
santo’s 50% ownership amounted 
to $708,005,000 compared with 
$653,832,000 in 1956. 

Unaudited net earnings from 
such sales were $48,878,00, an in- 
crease of 6.8% over earnings of 
$45,781,000 in 1956. After allow- 
ance for taxes payable if all un- 
distributed portions of subsidiary 
and associated company earnings 
had been received by the parent 
company as dividends, these earn- 
ings were equivalent to $2.20 a 
common share on 22,226,629 
shares outstanding December 31, 
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1957. In 1956, these earnings 
were equal to $2.13 a share on 
21,446,461 shares then outstand- 
ing. Of the increase in shares in 
1957, 435,816 resulted from the 
2% stock dividend paid Decem- 
ber 15; 19,352 shares were pur- 
chased by optionees and 325,000 
represent the cost of Monsanto’s 
previously announced participa- 
tion in the Plax Corporation. 

Much of the company’s post- 
war investment of money, per- 
sonnel and effort has been in 
organization and development of 
associated domestic and foreign 
companies and Monsanto’s pro- 
portions of these companies’ as- 
sets now approximate one-third 
of those of the parent company. 

Sales of $567,116,000 by Mon- 
santo and its domestic and Cana- 
dian subsidiaries alone were 4.7% 
higher than sales of $541,883,000 
in 1956. Earnings of this group 
were $37,416,000, equal to $1.68 
a share, compared to $38,646,000 
and $1.80 a share in 1956. 

In 1957, the company invested 
about $22,700,000 in research, de- 
velopment, patent work and basic 
engineering, compared with $19,- 
200,000 in 1956. 

Capital expenditures in 1957 
of subsidiaries, the parent com- 
pany and that portion of such ex- 
penditures by associated com- 
panies represented by Monsanto’s 
50% ownership totalled $90,085,- 
000. Capital expenditures of the 
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parent company and its domestic 
and Canadian subsidiaries alone, 
which totalled $54,404,000, was 
short of those forecast. One ma- 
jor project and several others of 
lesser importance were delayed 
to take advantage of process im- 
provements recently developed in 
laboratory and pilot plant work. 
Cash dividends of $1.00 per share 
were paid in 1957, the same as 
in 1956. Long term growth pros- 
pects continue favorable. 


Fedders-Quigan Corp. 
“Please report recent operations of 
Fedders-Quigan Corp. and the outlook 
over coming months.” 

‘D.E., Portland, Maine 

The main products produced by 
Fedders-Quigan Corp. are room 
air conditioners and automotive 
radiators and heat transfer equip- 
ment. 

Net sales for the fiscal year 
ended August 31, 1957, totalled 
$70,650,155, compared with $65,- 
006,728 for fiscal 1956. 

Income, after Federal income 
taxes, was $3,617,271, as against 
net earnings of $3,207,188 in 
1956. The net earnings for the 
year were equal to $1.94 per share 
on the 1,128,659 shares of com- 
mon stock outstanding on August 
31, 1957, after provision for pre- 
ferred dividends, compared with 
$1.76 for the previous year, cal- 
culated on the same basis. 

During fiscal 1957, the con- 
pany successfully entered into 
central air conditioning for resi- 
dential and small commercial 
establishments. 

Although a 30% rise in Fedders 
brand air conditioner volume, 
which more than offset a_ sub- 
stantial decline in shipments to 
contract customers, was a Pri- 
mary factor in company’s record 
sales, production of radiators and 
heater cores for passenger cars 
and trucks increased over that of 
a year earlier, and sales of resl- 
dential and commercial heating 
equipment exceeded those of fiscal 
1956. Volume was satisfactory on 
the company’s condensers an 
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evaporators for the refrigeration 
industry, and, although it cur- 
rently represents a very small 
proportion of total business, the 
company continues the produc- 
tion of ladies’ handbag frames. 

For the 3 months to November 
30, 1957 net sales were $10,000,- 
000, net after taxes $225,080 
equal to 11 cents per common 
share based on 1,829,155 shares 
outstanding. This compares with 
the same period in the preceding 
year when net sales were $11,- 
582,391, net after taxes $188,191 
equal to 9 cents per share on 
1,762,723 shares outstanding. 

Based on dealer and distributor 
acceptance of the new 1958 line 
of room conditioners, the com- 
pany is optimistic on the outlook 
for fiscal 1958. Prospects also 
appear generally favorable for 
other diversified products of the 
company, according to the com- 
pany’s chief executive. 

Current quarterly dividend is 
25 cents per share. 


Celotex Corporation 


“T understand the housing volume de- 
clined in 1957 and would like to know 
how this affected operations of Celotex 
Corp. Also please indicate the outlook 
over coming months.” 

C.M., Chattanooga, Tennessee 


Celotex Corp. is a large manu- 
facturer of insulation and acous- 
tical products. 

Celotex Corp. had net sales of 
$68,629,231 and earnings of 
$3,883,856 in the fiscal year ended 
October 31, 1957, compared with 
sales of $76,467,119 and earnings 
of $5,902,284 in 1956. 

Earnings after dividend re- 
quirements, were equal to $4.00 
per share of common stock, based 
on the average number of shares 
outstanding during the year. This 
compared with earnings for 1956 
of $6.42 per share, based on the 
878,651 common shares outstand- 
ing during that year. 

Sales and earnings were af- 
fected adversely by a reduction 
in demand for building materials 
occasioned by lower volume of 
new home construction. Housing 
starts in 1957 were the lowest 
Since 1949. Although there is a 
lessened demand for building ma- 
terials, Celotex did not curtail 
sales and advertising efforts as, 
during the year, increased capac- 
ity generally in the industry 
brought stiffer competition. In 
addition, the company was bring- 
Ing new plants into production. 
Other factors affecting earnings, 
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were personnel training and 
break-in costs of new plants. The 
new mineral fibre acoustical tile 
plant at Pittston, Pa. was placed 
in operation in June and at Fort 
Dodge, Iowa, the new gypsum 
board plant and plaster mill com- 
menced operations and is going 
through its break-in period. A 
new insulating fibreboard plant 
under construction in Michigan, 
will begin operation early in 1959. 

Celotex expects to spend about 
$10 million for capital additions 
in 1958, compared with $12 mil- 
lion for such purposes in 1957. 

The company expects about the 
same volume of total building 
construction in 1958 as during the 
past year. However, Celotex looks 
for greater activity in the hous- 
ing field brought about by im- 
proved mortgage conditions and 
the unabated desire on the part 
of people to own their own homes. 

Net earnings of Celotex Ltd., 
English subsidiary, were $428,234 
for the fiscal year compared with 
$371,826 for the previous year. 

The South Coast Corp. reported 
net income of $751,934 after 
taxes in the fiscal year ended 
July 31, 1957 compared with 
$802,730 the year before. Celotex 
owns 205,328 shares of South 
Coast common stock and $1,577,- 
260 of its 5% cumulative income 
debentures. Quarterly dividends 
of 60 cents per share have been 
paid in the past year, the same 
as in the preceding year. 

During 1957, Celotex Corp. sold 
150,000 shares of common stock, 
bringing the total number of 
shares outstanding at the year 
end to 1,028,651. This sale added 
approximately 1600 new share- 
holders and increased the total 
number of shareholders to over 
13,000. 

At the annual meeting on Feb- 
ruary 18, 1958, the board of direc- 
tors proposed to shareholders to 
increase the number of shares of 
common stock which the company 
may be authorized to issue. Stock- 
holders vote on increasing author- 
ized common shares from 1,500,- 
000 to 5 million shares. The com- 
pany does not contemplate the 
offer or sale of any such shares at 
this time. 

Celotex anticipates a continua- 
tion of the highly competitive con- 
ditions in the building industry 
for some months to come but ex- 
pects to receive its full share of 
the market with all of its various 
products. END 
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U. S. Steel Corp. announced it has developed a self- 
propelled, electronic weight-recording scale car that 
gives promise of many applications in industrial 
plants. 

The new car has a 40 ton capacity with 2-75 HP 
motors and is being introduced at the company’s 
plant in Johnstown, Pa. The company is using three 
of the cars at its Youngstown, Ohio district works. 

The big steel company is using the cars to carry 
iron ore and other burden materials from storage 
bins to the blast furnaces. The cars are made of steel 
plate and lined with a special steel highly resistant 
to abrasion and impact. 

According to U. S. Steel, one unique feature of the 
new car is its. weighing apparatus. The electronic 
scales activated by hydraulic type load cells, elimi- 
nate the constant wear and jamming familiar in 
mechanical scales. The hydraulic load cells actuate 
an electronic mechanism as the car is filled and oper- 
ate the scale which can be read by the operator. 


American Telephone & Telegraph Co. announced 
the development of a new technique for sending busi- 
ness information over telephone wires which it 
claims is about ten times faster than the speediest 
method in use today. 

According to Frederick R. Kappell, president, Bell 
Telephone Laboratories has perfected a device called 
the Dataphone which takes electrical impulses from 
data processing machines, converts them into tones, 
sends the sound over telephone wires, then recon- 
verts them into electrical impulses that are fed into 
business machines capable of printing the informa- 
tion on rolls of paper. 

A supermarket could use the Dataphone to dis- 
patch the current level of some 7000 inventory items 
in 16 minutes, for example, according to Mr. Kap- 
pell. The list would cover a roll of paper 194 feet 
long if all the items were written down, he added. 

The Dataphone will speed up the dispatching of 
vital corporate information from a company’s scat- 
tered branches to high-speed computers located in 
the head office. The new device will be offered on a 
limited basis in February in California, Illinois, 
Michigan and New York. A.T. & T. will supply the 
Dataphone equipment, and charges will be the same 
as for a regular long distance telephone call. 
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Burroughs Corp. has prime contracts totalling over 
$37,300,000 for electronics guidance computers for 
the Atlas intercontinental missile. Previous contracts 
included in the total were $16,573,000 and $20,727,- 
000 supplemental contracts. Work on the contracts 
will be made at the Tireman plant at Detroit, where 
an additional 1000 employees will be hired. 


Norwich Pharmacal Co. through its new clinical 
researches in Mexico City indicates that Furoxone, 
one of the furane drugs may be the answer to 
dysentery and other intestinal disorders prevalent in 
the tropics. Furane drugs are made from a chemical 
called furfural, derived from corn cobs and so far 
are made only by Norwich. 


Dr. E. P. DeLeon of the Instituto Mexicana del 
Seguro Social in Mexico reports that test of the drug 
on 30 children with acute bacterial diarrhea not only 
“cleaned up all clinical manifestations of the disease, 
but also killed the organisms which cause it.” Dysen- 
tery is widely prevaient in the tropics, in the 
Orient and also in the U. S. Furoxone is on the 
market as a drug for poultry infections ,but is not as 
yet on the market for human use. Norwich Phar- 
macal is now conducting further studies to determine 
po effectiveness of the drug in human intestinal 

isease. 


Radio Corp. of America has developed a new elec- 
tronic counting system, which can total simultane- 
ously the output of 40 different production, process- 
ing, or packaging operations. The multiple-source 
counting system, first of its kind, uses transistors 
throughout, a memory system, and a _ high-speed 
electronic switching for lightning-fast counting of 
up to 120,000 units a minute. 

First installation of the RCA electronic counting 
system is now underway at the printing plant of 
the Detroit News, where it will be used to program 
press output of the newspaper’s daily and Sunday 
editions. 


International Business Machine Corp. through its 
Electric Typewriter Division announced the IBM- 
632 Electronic Typing Calculator, designed primar- 
ily for the important business application of the 
invoice and order (Please turn to page 660) 


THE MAGAZINE OF WALL STREET 
























New Deal for the Railroads? 





(Continued from page 630) 


minimized by the company’s mod- 
est senior capitalization. The 
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issue an investment quality. Over 
the long term there are specula- 
tive possibilities in the 6.5 million 
acres of land owned in Colorado 
and Wyoming, which may contain 


mineral deposits. 


The Southern Pacific Company 
had to contend last year with a 
decline of more than 25% in reve- 


m nues, the most important single 


cause of which was reduced ship- 
ments of forest products for use 
in residential building. Neverthe- 
less, through careful control of 
costs, made possible by the large 
capital improvement programs of 
recent years, and through in- 
creased income from non-rail ac- 
tivities, the road achieved a tiny 
gain in net income. In 1958 South- 
ern Pacific will have the benefit 
of earnings for a full year from 
a second pipe line for petroleum 
products running between San 
Francisco and Reno, although this 
may not be sufficient completely 
to offset the effect of possible fur- 
ther increases in costs and fur- 
ther declines in traffic. The Com- 
pany’s first pipe line, which runs 
between Los Angeles, El Paso, 
and Phoenix, has been a very 
satisfactory contributor to net in- 
come from the start. The road has 
assured itself of a good share of 
any freight traffic that may be 
generated in its fast-growing ter- 
ritory by recovery in general busi- 
ness. It has a trucking subsidiary 
that operates more route miles 
than its railroad lines. The rail- 
road carries more truck trailers 
piggy-back than any other in the 
country. 

_ Northern Pacific Railway’s earn- 
ings were running behind the pre- 
vious year at the close of 1957. 
Even other income, which includes 
oil and gas révenue from produc- 
Ing wells in the 3 million acres 
owned in the Williston Basin as 
Well as dividends on Chicago, 
Burlington & Quincy stock and 
interest in the bonds of the Spo- 
kane, Portland & Seattle R.R., 
were falling behind those of 
twelve months earlier. The road 
recently announced completion of 
the first phase of the study begun 
two years ago to determine the 
advantages of merger with the 
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Great Northern and the jointly 
owned C.B. & Q. and Spokane, 
Portland & Seattle. This proposed 
move contains large potential 
benefits, although years may be 
required to consummate it. Not 
only are sizable operating savings 
possible, but also merger would 
make possible the inclusion in the 
income account of the Company’s 
share in the undistributed earn- 
ings of the two affiliates. 

Great Northern Railway’s supe- 
rior revenue growth trend was 
interrupted last year. The prin- 
cipal cause was the decline of ac- 
tivity in the steel industry. Iron 
ore traffic accounts for almost 
50% of annual tonnage and more 
than 10% of total revenues. Earn- 
ings dropped back to almost the 
level of 1954, raising some ques- 
tion as to how long the $3.00 a 
share annual dividend rate will 
be maintained unless there is a 
revival in the steel industry. The 
fact that almost 30% of Great 
Northern’s net income is normally 
provided by dividends on stock 
and interest on bonds of the joint- 
ly owned C.B. & Q. and Spokane, 
Portland & Seattle should tend to 
retard any further decline of 
earnings this year. The possibility 
of an eventual merger of these 
three roads and Northern Pacific 
contributes toward a favorable 
long-term outlook for the stock. 

Western Pacific was one of the 
few railroads outside the Poca- 
hontas region to report higher 
earnings in 1957 than in 1956. 
This achievement, however, was 
not so much the result of im- 
proved operations as of a decline 
in unusual charges. Both expendi- 
tures for rehabilitation and re- 
funds on wartime freight dropped 
sharply last year. In the closing 
months revenues and income were 
running below the level of a 
year earlier. Long-term traffic 
and earnings prospects are good, 
since growth of the California 
area is expected to continue at a 
rate faster than the rest of the 
eountry. 

Denver & Rio Grande Western 
was the beneficiary last year of 
an increasing volume of uranium 
ore shipments in its territory. 
Although earnings exceeded those 
of 1956, management announced, 
shortly after the turn of the year, 
that it was taking steps to miti- 
gate the adverse effects of higher 
wage rates and possibly lower 
revenue. One such measure will be 
the spending of $7.5 million for 
improvements in 1958. By the use 















RIO GRANDE VALLEY 
GAS COMPANY 


Brownsville, Texas 


DIVIDEND No. 37 


A year-end dividend of five cents per 
share on the outstanding common 
stock of this corporation has been 
declared payable March 17, 1958, to 
stockholders of record at the close of 
business February 17, 1958. 


W. H. MEREDITH 


February 6, 1958 Treasurer 
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DIVIDEND NOTICE 


The Board of Directors has de- 
clared a quarterly dividend of 25¢ 
per share on the common stock of 
the Corporation, payable March 1, 
1958 to shareholders of record on 
February 14, 1958. 

H. G. Horstman, President 


January 31, 1958 








GENERAL OFFICES: 


1630 N. MERIDIAN STREET 
INDIANAPOLIS 2, INDIANA 








PHELPS DODGE 
CORPORATION 


The Board of Directors has 
declared a first-quarter dividend 
of Seventy-five Cents (75¢) per 


share on the capital stock of this 


Corporation payable March 10, 
1958 to stockholders of record 
February 21, 1958. 


M. W. URQUHART, 
Treasurer. 


February 5, 1958 
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DIVIDEND 


Quarterly dividend No. 
148 of $.75 per share has 
been declared on the Com- 
mon Stock of 
ALLIED CHEMICAL & DYE 
CORPORATION 
payable March 10, 1958, 
to stockholders of record 
at the close of business 
February 14, 1958. 
RICHARD F,. HANSEN 
Secretary 
January 28, 1958 





Continuous Cash Dividends 
Have Been Paid Since 
Organization in 1920 











A cash dividend of Ninety cents 
(90¢) per share on the outstanding 
capital stock of thisCorporation has 
been declared, payable March 3, 
1958 to stockholders of record at the 
close of business February 7, 1958. 


UNION 
CARBIDE 


BIRNY MASON, JR. 
Vice-President and Secretary 
UNION CARBIDE CORPORATION 
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INTERNATIONAL 
BUSINESS MACHINES 
CORPORATION 


IBM 


172N°2 CONSECUTIVE 
QUARTERLY DIVIDEND 


The Board of Directors of 
International Business Ma- 
chines Corporation has today 
declared a quarterly cash divi- 
dend of $.65 per share, pay- 
able March 10, 1958, to stock- 
holders of record at the close 
of business on February 10, 
1958. 


Cc. V. BOULTON, 
Treasurer 


590 Madison Avenue 
New York 22, N. Y. 
January 28, 1958 














of modern equipment and devices 
the road obviously intends to keep 
its wage ratio among the low- 
est in the industry. During 1957 
the Company purchased in the 
open market for retirement about 
71,400 shares of its stock, in addi- 
tion to the approximately 106,700 
shares so purchased in 1956. 
Despite the funds used, the road’s 
finances continue strong. 


Mid-Western Group 


Chicago, Rock Island & Pacific re- 
ported last year the lowest earn- 
ings since it emerged from re- 
ceivership in 1947. Coverage of 
the $2.70 a share annual dividend 
is now thin, and with current 
finances less strong than a year 
ago a cut in the rate is in pros- 
pect. This, plus press reports that 
the Company plans to sell $16 to 
$20 million of first mortgage 
bonds this Spring seems likely to 
have a depressing influence on the 
stock. Efforts to diversify into 
motor carriage of freight through 
a subsidiary, and to develop piggy- 
back business, although favorable 
for the long term, are unlikely to 
help earnings much in 1958. 


Gulf, Mobile & Ohio is feeling 
keenly the profit squeeze of rising 
costs and declining revenues. At 
the end of the year earnings were 
running so substantially behind 
the previous year that it is a ques- 
tion whether the $2.00 a share 
dividend was fully earned. One 
must go back ten years to find 
earnings as low as those of 1957. 
Nor is any substantial relief in 
sight. Under such conditions, de- 
spite the strong current finances 
maintained by the road it is hardly 
reasonable to expect that the divi- 
dend will be continued at the 
present rate. 


Missouri Pacific's decline in earn- 
ings on the Class A stock from 
$4.65 a share in 1956 to $4.00 a 
share last year was gratifyingly 
modest considering the leverage 
involved in the Company’s heavy 
debt, and the fact that additional 
maintenance expense was incurred 
in 1957 as a result of abnormal 
weather conditions. 


The Coast Roads 


Atlantic Coast Line, with a new 
management, pulled down main- 
tenance expenditures last year 
enough to offset other increased 
costs and reduce the operating 
ratio. Heavy maintenance has 
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been characteristic of this roag 
for so many years that it is doubt. 
ful whether needed maintenance 
has been deferred. Net income 
dropped, in spite of these operat. 
ting achievements, because of re. 
duced traffic and less other in. 
come. The pace of the decline 
seemed to be accelerating at the 
year end. But the $2.00 a share 
dividend is still adequately coy. 
ered. 


Louisville & Nashville had the ad- 
vantage of merged operation of 
the formerly controlled Nashville, 
Chattanooga & St. Louis for four 
months in 1957, which added only 
a few cents a share to earnings 
and did not prevent net from de- 
clining to the lowest level since 
the recession year 1954. Econo. 
mies of the merger should be 
more apparent this year; also the 
savings made possible by the 
new automated freight yard near 
Atlanta. 


Seaboard Air Line took the No- 
vember wage increases in stride 
and reported -higher earnings in 
both November and December 
than twelve months earlier. The 
coverage of the $2.50 dividend 
rate in 1957, although not large, 
was sufficient, in view of the road's 
satisfactory current finances, to 
warrant continuing payments at 
the present rate for at least an- 
other quarter. However, mainte- 
nance of the rate through 1958 
is uncertain. 


Southern Railway’s policy of 
holding the line against freight 
rate increases which might divert 
traffic to trucks and other means 
of transport did not avert a de 
cline in earnings last year, but it 
did hold the drop to small propor- 
tions. December net income was 
even above December 1956. The 
road is gradually rebuilding its 
working capital which was drawn 
down in 1956 by the payment of 
$40 million of maturing debt from 
treasury cash. The $2.80 divi- 
dend appears reasonably secure 


assuming only a moderate further! 


shrinkage of earnings. 
The Pocahontas Group 


Chesapeake & Ohio dramatized 
its utilization of the most modern 
business and accounting equlp- 
ment by issuing, in the first week 
of the year, a “flash” report o 
1957 showing earnings slightly 
above 1956. Now that the boom 
in coal exports seems to be flat- 
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tening out, C. & O. may have diffi- 
culty doing as well in 1958, al- 
thought its low wage ratio mini- 
mizes the effect on profits of the 
wage increases of last November. 

Norfolk and Western earnings 
established their third successive 
new high last year. The present 
level would warrant even higher 
dividends than the $4.00 a share 
paid last year were it not for the 
fact that monthly profits are now 
running behind a year ago and the 
prospect is for some further con- 
traction with the slackening of 
demand for coal as business ac- 
tivity recedes. 

The Virginian made the best 
showing of the Pocahontas car- 
riers in 1957, partly because it is 
the most dependent on export de- 
mand, partly because it is the 
smallest. The increase was the 
fourth in succession and pushed 
profits to a new record. Although 
some decline from this peak is 
possible in 1958, and current fi- 
nances are less strong than a year 
ago, there is little cause for con- 
cern over the $2.00 a share divi- 
dend rate. 


Eastern Railroads 


Baltimore & Ohio declared a 
year-end extra dividend of 50¢ a 
share and then promptly voted 
regular dividends for 1958 of $1 
a share, half the regular distribu- 
tion for 1957. How the decline in 
the road’s earnings has acceler- 
ated in recent months may be 
judged from the statement which 
accompanied the dividend action, 
that it was based on “what the 
Company foresees in the first six 
months of 1958.” 

Delaware & Hudson has made 
the best of a difficult situation by 
putting the formerly losing coal 
operation on a profitable basis, 
but this achievement was over- 
shadowed in 1957 by a decline in 
railroad earnings which, accord- 
ing to the Company, brought sys- 
tem net down to about $4.45 a 
Share, compared with $5.16 in 
1956, with a further dip of about 
10% expected in 1958. Results of 
an engineering study of a possible 
merger with the Erie and the 
Lackawanna are expected to be 
submitted in March. 

Delaware, Lackawanna & Western 
and Erie, who already share ter- 
minal facilities in New York, are 
also sharing in misfortune. Both 
suffered declines of more than 
60% in 1957 earnings; both have 
deferred dividends. In an effort to 
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add strength by unification, they 
are now working toward co-ordi- 
nation and joint use of their Bing- 
hamton—Gibson facilities. Mean- 
time, the position of their stocks 
is uncertain 

New York Central’s long term 
rehabilitation program has been 
completely obscured by current 
difficulties which brought net in- 
come to only $1.30 a share in 
1957, compared with $6.02 a 
share in 1956. The recent suicide 
of Chairman Robert R. Young 
simply added another to a long 
list of problems. The road is aban- 
doning branch lines, cutting los- 
ing passenger service, increasing 
fares, and offering new services 
wherever possible, and is consid- 
ering a merger with the Pennsy]- 
vania. The stock, on which first 
quarter dividends have been de- 
ferred, is a doubtful though popu- 
lar speculation. 

New York, Chicago & St. Louis is 
noticeably affected by declining 
traffic from two of the three in- 
dustries important to it — autos, 
steel, and coal. Efficient manage- 
ment and a low wage ratio have 
minimized the effect of rising 
costs, but earnings for 1957 prob- 
ably did not exceed $3.50 a share, 
compared with $3.97 a share in 
1956. The present level of profits 
may be even lower. The strength 
of the road’s finances will prob- 
ably permit continuance of the 
$2.00 a share dividend in the hope 
of an early reversal of present 
trends in traffic. 

Pennsylvania Railroad operated 
at a deficit in November and De- 
cember and is currently operating 
at a loss. Although earnings for 
1957 as a whole amounted to $1.45 
a share, compared with $3.16 a 
share in 1956, Pennsylvania has 
deferred action on its dividend 
until prospects for 1958 become 
more clear. The road has found a 
way to go ahead with some of its 
improvement program, by leasing 
rather than buying the 225 new 
diesel locomotives it needs. Heavy 
terminal expenses and losses on 
passenger business, which nor- 
mally contributes about 12% of 
revenues, remain long term prob- 
lems. A possible solution: merger 
with the New York Central, on 
which detailed studies have been 
started. 

Reading Company had the worst 
fourth quarter in 1957 of any 
year since the 1949 recession. 
However, the good results of the 
earlier months of the year kept 
total 1957 earnings over 214 times 





Common Dividend No. 153 


A dividend of $1.00 per 
share on the common 
stock of this Corporation 
has been declared payable 
March 15, 1958. to stock- 
holders of record at close 
of business February 28, 
1958. 
C. ALLAN FEE, 

Vice President and Secretary 

February 6, 1958 




















DIVIDEND NO. 73 
Hudson Bay Mining 
and Smelting Co., Limited 


A Dividend of seventy-five cents 
($.75) (Canadian) per share has 
been declared on the Capital Stock 
of this Company, payable March 
10, 1958, to shareholders of record 
at the close of business on February 
7, 1958. 

J. F. McCARTHY, Treasurer. 


























DIVIDEND NOTICE 
JEFFERSON LAKE SULPHUR COMPANY 


The Board of Directors, at a meeting 
held on February 3, 1958, declared 
the regular semi-annual dividend of 
35¢ per share on the Preferred 
shares and a regular quarterly divi- 
dend (No. 59) of 30¢ per share on 
the Common shares, both payable 
March 10, 1958 to shareholders of 
record February 24, 1958. 
CHAS. J. FERRY 
Vice-President & Secretary 




















CROWN CORK & SEAL 
COMPANY, 4 
Y, INC. 


PREFERRED DIVIDEND 


The Board of Directors has this day declared 
the Regular Quarterly Dividend of fifty cents 
(50c) per share on the $2.00 Cumulative Preferred 
Stock of Crown Cork & Seal Company, Inc., pay- 
able March 15, 1958, to stockholders of record at 
the close of business February 17, 1958. 

The transfer books will not be closed. 


WALTER L. McMANUS, Secretary 
February 6, 1958 





651 











the $2.00 a share annual dividend. 
Western Maryland resumed com- 
mon dividends in December 1957, 
after a lapse of forty years, with 
a quarterly distribution of 75¢ a 
share. Earnings of more than 
$12.00 a share would seem to have 
warranted a larger payment. The 
management explained that the 
remainder was used to restore 
current assets, depleted by pay- 
ment of the bank loan to make 
possible resumption of payments 
on the common. How the road will 
fare in 1958 will depend on the 
soft coal industry, which fur- 
nishes 40% of its revenue. 


Outlook for 1958 


Early in January the Associa- 
tion of American Railroads fore- 
cast freight traffic in the first 
quarter about 4% below last year, 
based on reports from 13 regional 
advisory boards. Experience to 
date in the form of actual carload- 
ings more than 15% below last 
January suggests that this esti- 
mate may have been optimistic. 
With activity in such important 
industries as steel and automo- 
biles at a low level and no revival 


in sight yet, it seems improbable 
that the proposed increase in 
freight rates, even if approved by 
the I.C.C. and made effective Feb- 
ruary 15, will fully offset the 
effects of the lower level of traffic 
—at least in the near future. 
What the railroads need as 
much as a freight increase is a re- 
vival in general business such as 
is widely predicted for the last 
half of the year, combined with 
the freedom demanded by Mr. 
Tuohy to compete on a fairer basis 
with other types of transporta- 
tion. Since the prospect for the 
latter is dim, increased rates may 
partly nullify themselves by mak- 
ing shippers even more inclined 
to try competing methods of trans- 
port. It is doubtful if such relief 
as the railroads may obtain will 
come in time to prevent another 
decline in earnings in 1958. —END 





Liquors Looking to 1958 





(Continued from page 637) 


20% to roundly 30% today. The 
most outstanding gain was 
notched by vodka, which ac- 
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Cumulative Preferred Stock, 4.78% Series 
($25 Par Value) 





Price $25.55 per share 


Plus accrued dividends from date of issue 





Copies of the Prospectus may be obtained from any of the several underwriters, 
including the undersigned, only in States in which such underwriters are qualified to 
act as dealers in securities and in which the Prospectus may legally be distributed. 


The First Boston Corporation 


This advertisement is neither an offer to sell nor a solicitation of offers to buy any of these securities. 
The offering is made only by the Prospectus. 


1,000,000 Shares 


Southern California Edison 
Company 


February 11, 1958 





Dean Witter & Co. 
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counted for but 0.1% of total 
spirit consumption in 1950; at 
the mid-way point last year, vodka 
stood well above the 5% consump. 
tion mark. And another reason 
for renewed confidence is that the 
nation’s growing population and- 
more immediately important—the 
rising middle age population, is 
passing up the cheaper kinds of 
hooch for the more expensive 
varieties. 

The distillers’ stepped-up mer- 
chandising campaign has _ also 
borne fruit. A good example is the 
spanking success of National Dis. 
tillers and Chemical’s Old Crow, 
which was on the receiving end 
of a big $10 million advertising 
effort. In 1957, it ranked second 
only to Seagrams 7 Crown, the 
top selling United States whiskey. 
Schenley, too, has achieved nota- 
ble success with its J. W. Dant, 
and Ancient Age bourbons. Na- 
tional Distillers, on the other 
hand, owns 70% of John de 
Kuypes & Son, producer of cor- 
dials and fruit-flavored brandies. 
Advertising revenues of the dis- 
tillers have jumped impressively 
since 1950, and it is noteworthy 
that the boom in vodka was ac- 
companied in this particular in- 
stance by a big leap in its adver- 
tising budget. And finally, the 
industry raised its prices in 1956, 
the first time this has happened 
since Repeal. 


Diversification Begins to Pay Off 


There is little doubt, however, 
despite these improved funda- 
mentals, that the real glamor of 
the industry is in the growing 
success of the broad diversifica- 
tion effort. The distillers’ first 
venture outside of their basic 
business was in the direction of 
beer, cordials and wines. Schenley 
for one, has had an important 
success with its Blatz beer. Sales 
of Blatz beer advanced markedly 
during fiscal 1957, notwithstand- 
ing a slight decline in the indus- 
try as a whole. In Milwaukee, the 
nation’s beer capital, Blatz has 
outsold all other brands consist- 
ently for eight consecutive years. 
It has also led in the entire state 
of Wisconsin during the same pe 
riod. And during fiscal 1957, fur- 


thermore, the Blatz Company ex- | 


tended its marketing of Temp, 
a light premium beer. 

But the diversification has now 
advanced much further, in fact 
into new areas altogether, ranging 
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from oil and gas drilling projects 
to the production of such wonder 
metals as zirconium and titanium. 
And in these non-whiskey lines 
lie what many believe to be the 
real future of the distilling indus- 
try. In fact, followers of this in- 
dustry feel that eventually the 
whiskey lines may be merely the 
tail wagging a widely diversified 
business complex. 

Diversification is already begin- 
ning to pay off for National Dis- 
tillers and Chemical, the second 
largest factor in the domestic li- 
quor industry. In 1956, for ex- 
ample, the company’s non-distil- 
ling activities contributed 34% of 
operating profits, compared with 
but 12% a year earlier. These 
activities include a wide range of 
chemical operations, which the 
company considers so important 
for its future well-being that it 
expanded its corporate title last 
year to reflect this fact. The com- 
pany’s chemical products are pro- 
duced by its wholly-owned sub- 
sidiary, U. S. Industrial Chemical 
Division and by the National 
Petro-Chemical Corp. in which it 
has a 60% interest, the other 
partner being Panhandle Eastern 
Pipe Line. And then, too, Na- 
tional Distillers has a 10% inter- 
est in the Intermountain Chemical 
Co. The products produced cover 
a wide scope and include both 
natural and synthetic industrial 
ethyl alcohol, metallic sodium, 
chlorine, caustic soda, phosphoric 
and sulphuric acids and ammonia. 
The industrial applications for 
metallic sodium, which is pro- 
duced by the electrolysis of molten 
sodium chloride, are very varied 
and are not limited to the chemi- 
cal field. 

_And furthermore, National Dis- 
tillers and Chemicals has begun to 
carve out for itself a real place in 
the production of wonder metals, 
among them zirconium and tita- 
nium. In December, 1957, the 
company, tegether with P. R. 
Mallory and Company and the 
Sharon Steel Corporation formed 
a new company, the Mallory- 
Sharon Metals Corporation, to 
produce and fabricate rare metals. 
Then too, National Distillers owns 
4 one-third interest in AFN, Inc., 
makers of boron-based high ener- 
gy fuels, its other partners in 
this enterprise being American 
Potash & Chemicals and the Food 
Machinery & Chemicals Corpora- 
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tion. These non-distilling enter- 
prises have provided a good rea- 
son for investors to take a second 
searching look at this company 
which seems to be on the road to 
deriving important results from 
its apparently well-planned diver- 
sification projects. 

Distillers Corporation-Seagrams, 
on the other hand, has placed its 
diversification chips on the oil and 
gas business. At last count, the 
company owned or leased some 
146,000 acres of oil and gas prop- 
erties in Kansas, Oklahoma and 
Louisiana, along with an interest 
in 400,000 acres in the Texas Pan- 
handle and 1.5 million acres in 
Alaska. Thus far, and in fact as 
has been the case in such oil deals, 
Seagrams’ experience in these 
operations has not been produc- 
tive. However, the company has 
by no means lost heart and is be- 
ginning to accelerate this phase 
of its business, and is upgrading 
its management to boot. During 
fiscal 1957, Seagrams’ petroleum 
division made a thorough analysis 
and valuation of its activities, and 
as a result abandoned some of its 
unprofitable leases and sold some 
properties. The effect of these ac- 
tivities was a reduction on July 
31, 1957 of its investment in oil 
and gas properties to $18.3 mil- 
lion, of which intangible develop- 
ment costs equalled $5.8 million 
and undeveloped leaseholds aggre- 
gated $4.8 million. For fiscal 
1957, the net loss from these 
operations amounted to $8.3 mil- 
lion before estimated related fed- 
eral income tax reductions of $3.9 
million. 

Seagrams’ basic position in the 
distilling business, meanwhile, re- 
mains top-notch. While a Cana- 
dian corporation—in fact the larg- 
est of the Canadian distillers, the 
company does more than 90% of 
its volume in the United States. 
Its relatively stable earnings 
record in recent years attests to 
its strong trade position. The 
company produces and markets a 
wide list of distilled spirits, with 
blends the most important in 
terms of revenue. Among the 
company’s brands are Seagrams 
7 Crown, Four Roses, V.O. and 
Golden Gin. 

Schenley Industries, too, has 
caught the diversification bug and 
besides entering the allied fields 
of wine and beer making, has 


decided to build an important 
stake in pharmaceuticals. Distilled 
spirits, wines and beers today ac- 
count for some 90% of its total 
sales. Basically Schenley’s sales 
of whiskey in the United States 
made marked progress in the 
fiscal year ending August 31, 
1957. Sales of its I. W. Harper, 
conceded to be the finest domestic 
bottled-in bond whiskey, were up 
some 30% last year. And Schen- 
ley has been particularly success- 
ful with its Cresta Blanca, Roma 
and La Boheme California wines, 
which have made the company the 
largest factor in the domestic 
wine business. Its recent acquisi- 
tion of Dubonnet secures for the 
company a top spot in the apertif 
line. And, as earlier stated, Blatz 
beer has established an enviable 
reputation. 

Schenley has entered the phar- 
maceutical line through its sub- 
sidiary, Schen Labs Pharma- 
ceuticals Inc., which produces 
anti-biotics such as penicillin and 
streptomycin which utilize cer- 
tain by-products of the distilling 
process in their manufacture. 
Schen Labs’ development last 
year of neutropen, a drug useful 
in counteracting penicillin reac- 
tions, is expected to gain wider ac- 
ceptance. This subsidiary’s prod- 
ucts are sold in some 60 countries 
with the parent receiving royal- 
ties from the foreign countries 
which manufacture the products 
under licensing agreements. 
Schenley’s Norax Laboratories, 
furthermore, produce a line of 
proprietory products, which along 
with the anti-biotics should add 
importantly to parent company 
revenues one day. And finally, 
Schenley is also developing a line 
of Tilford toiletries through its 
Park & Tilford subsidiary, which 
also distributes Tintex, a house- 
hold dye. 

It is clear that the distillers are 
making a strong effort to improve 
their revenues and to glamorize 
their business. At least a small 
measure of tax relief seems in the 
offing, and with the consumption 
of distilled spirits trending high- 
er and consumers’ preferences 
changing to higher-priced liquors, 
profit margins seem likely to show 
some real improvement. And then, 
also, the distillers’ intensive diver- 
sification efforts are expected to 
decisively add to earnings in the 
future. —END 
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Uncertainties That Blur 
Motion Picture Outlook 





(Continued from page 635) 


duction had reached about 70,000 
barrels of oil a month in addition 
to about 180 million cubic feet of 
gas. Now that the development 
company has virtually recouped 
its $5 million investment on Twen- 
tieth Century’s lands, payments to 
the film company are expected to 
increase to a rate of between $1.6 
million and $2 million annually. 

Several weeks ago Twentieth 
Century announced plans for de- 
velopment of large part of the 
284 acres comprising the studio 
property in Los Angeles. It was 
expected the project would re- 
quire about seven years to com- 
plete and would cost upward of 
$400 million. It is designed to con- 
sist of a block of 56 apartment 
buildings, four office buildings, a 
hotel and a shopping center. In 
addition, provision would be made 
for parks, restaurants and other 
facilities normally expected in a 
city of 37,000 population. A film 
industry center would embrace a 
special office building and a mu- 
seum as well as a theatre and an 
all-purpose auditorium. This de- 
velopment on the company’s most 
valuable asset, studio real estate, 
couid change the entire complex- 
ion of Twentieth Century’s opera- 
tions. 

Other companies have ventured 
outside the field of picture-mak- 
ing, but none has kept pace with 
Twentieth Century in this regard. 
Paramount Pictures holds a large 
interest in DuMont Laboratories, 
one of the smaller units in tele- 
vision manufacturing, as well as 
in DuMont Broadcasting, which 
operates TV stations in New York 
and in Washington. In addition, 
Paramount owns directly a TV 
outlet in Los Angeles. Paramount 
holds a 100% interest in Chro- 
matic Television Laboratories, 
which has developed a three-color 
television tube, for which high 
hopes are held. Another activity 
of Paramount is the International 
Telemeter Corporation, in which 
the parent company holds an 88 
per cent interest. This concern is 
one of the leaders in developing 
a coin-operated machine permit- 
ting installation of toll-television 
systems. 


654 


Outlook for Pay-TV 


Progress has been made in set- 
ting up facilities for “wired” pay- 
as-you-see television, but high 
costs have retarded this activity. 
Outcome of hearings on toll-TV 
tests is awaited before more ac- 
tive promotion of “wired” televi- 
sion programs. 

Uncertainty over possible even- 
tual approval by government 
agencies of toll television helps 
explain hesitation of Paramount 
to dispose of its valuable inven- 
tory of pre-1948 films. Manage- 
ment has discussed proposals in 
the last year or two, but has de- 
clined thus far to undertake a 
plan for placing the large back- 
log of films on the air. It is pos- 
sible that an arrangement might 
be made with International Tele- 
meter Corporation, Paramount’s 
subsidiary, for showing films in 
the event the Federal Communi- 
cations Commission approves of 
a plan for formal tests in certain 
large markets. Paramount might 
feel that retention of the old films 
for use in this manner would 
yield larger profits in the long 
run than under an immediate 
lease to one of the major TV 
networks. 

Last Fall, the F.C.C. announced 
that it would receive applications 
from stations wishing to try pay- 
TV over a_ three-year period. 
These applications were to be 
considered by the Commission 
after March 1. However, all plans 
are now up in the air in the wake 
of the action by the House Inter- 
state and Foreign Commerce 
Committee which has just asked 
that the F.C.C. hold its pay-TV 
test plans in abeyance until Con- 
gress has had an opportunity to 
act on various bills before it, 
concerning pay-TV. The Commit- 
tee also questioned the Commis- 
sion’s authority in the field of 
subscription television. The Com- 
mittee’s action was seen in some 
quarters as a serious blow to pro- 
ponents of pay-TV. It repre- 
sented at least a temporary vic- 
tory for the big television net- 
works, the leading broadcasters 
and many theatre operators who 
see pay-TV as a serious threat to 
their operations. 

Pay-as-you-see television has 
loomed as a hazard to theatre 
operators for several years. The 
possibility of projecting recent 
film releases into the home has 
contributed to closing of many ex- 
pensive downtown theatres and 
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has virtually halted new construc- 
tion of exhibition facilities except 
in suburban open-air projects. 
Deterioration of theatre facilities 
in large cities also has exerted a 
depressive force on box office re- 
ceipts, since older movie houses 
have little to offer in the way 
of comfort and convenience to 
patrons. 

Threat of more intense T\ 
competition also has restrained 
theatre operators from _ instal- 
ling the latest types of equipment 
for showing wide-screen features 
which have attracted the public ir 
large metropolitan theatres. In- 
troduction of CinemaScope bj 
Twentieth Century and Vista- 
Vision by Paramount sparked 
attendance figures for a time, but 
smaller houses lacked the capita! 
and growth potential to warrant 
large investments in special equip- 


ment. National Theatres has a 
new system called Cinemiracle 
which is reported to compare 


favorably with Cinerama, the pio- 
neer in wide-screen systems, but 
adoption of the novel idea has 
been slow. 


Investment Outlook 


Viewing representative motion 
picture companies from an invest- 
ment standpoint, recent price be- 
havior has been reasonably hope- 
ful. Although popular issues have 
declined from last summer’s best 
levels, the reaction has been less 
severe than in numerous other 
groups. In spite of a variety of 
problems, the larger companies 
have fared satisfactorily even 
though they lack the glamor that 
once attracted widespread specu- 
lative interest. 

As a typical example, Twentieth 
Century pursued an aggressive 
policy last year and increased 
gross revenues an estimated 8 to 
10 per cent above the 1956 total 
of $121.2 million, while earnings 
evidently improved moderately 
over the 1956 showing of $2.34 a 
share, affording adequate cover- 
age for the $1.60 annual dividend. 
Operations last year were helped 
by increased television receipts 
from pre-1948 films. Despite a 
sharp decline in movie attendance 
in final months of the year, hav- 
ing a restrictive influence on film 
rentals, management announced 
plans for increasing production 
and release schedules for 1958. In 
addition, TV receipts are expected 
to continue an upward trend this 
year as full benefits of the con- 
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tract for showing old films are 
felt. In direct production of films 
for TV release volume is expected 
to increase this year. 

Earnings of Paramount Pictures 
experienced a decline last year in 
reflecting virtual absence of any 
significant capital gains such as 
were realized in 1956 from the 
sale of theatre properties under- 
taken in compliance with court 
orders. Net income from opera- 
tions held up comparatively well 
and earnings evidently approxi- 
mated $3 a share, a favorable 
comparison with the 1956 show- 
ing of $1.90 before inclusion of 
capital gains equal to $2.53 a 
share. Indications point to con- 
tinuation of operations this year 
at about the same level as in 1957 
despite some further rise in pro- 
duction costs. 

Whether Paramount manage- 
ment decides on disposal of its 
pre-1948 film library promises to 
have considerable impact on 1958 
results. It has been estimated that 
the old films have a _ potential 
value of $30 million or more, but 
to what extent this sum could be 
realized in a television deal is 
problematical. Nevertheless, the 
possibility of realization of a 
windfall of approximately $15 a 
share must be taken into account 
in evaluating the stock, which 
affords a reasonably attractive 
return on the $2 rate. 

Warner Bros. Pictures has stepped 
up its activities in television film 
production in the last year or two 
and has gained a solid foothold 
in the field. Although increasing 
competition may hold down total 
volume in the current fiscal year 
to around the 1957 total, earnings 
are expected to compare favorably 
with last year’s $1.90 a share. 

Internal dissension has ham- 
pered operations of Loew’s for a 
year or more and undoubtedly 
contributed to last year’s disap- 
pointing operating results. After 
protracted bickering, the two 
groups compromised differences 
and agreed upon a new slate of 
directors which assumed office a 
couple of months ago. More satis- 
factory conditions are anticipated 
as a result. For the fiscal year 
ended August 31, 1957, the com- 
pany reported a net loss of $455,- 
000, while for the first quarter 
(12 weeks) ended November 21 
Loew’s reported a deficit of about 
$1.3 million, compared with net 
profit of $1.7 million in the corre- 
sponding period a year earlier. 

Domestic revenues for Columbia 
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Pictures were adversely affected 
by the general attendance slump 
in the early months of the current 
fiscal year, net income showing a 
deficit of $.42 for the September 
quarter. However, several better 
quality films were released during 
the second period and enabled 
total revenues in 1957-58 to ap- 
proximate the $101.6 of the pre- 
vious year. Television sales should 
continue to rise, while foreign re- 
ceipts may hold up well. The com- 
pany has just announced an ar- 
rangement under which it would 
acquire Imperial Records, Inc., 
for $5 million. 

Republic Pictures has stopped 
making films and is currently em- 
phasizing distribution, television 
programs and commercials. In 
January, 1958 it agreed to lease 
218 post-1948 feature movies to 
stations of the National Broad- 
casting Co. 

In fiscal 1957, net sales and 
rentals for Universal Pictures dipped 
slightly to $72.4 million from 
$77.6 million in the previous year, 
and net dropped sharply to $2.83 
per share versus $4.06 in 1956. 
At least 39 feature films are 
scheduled for release in the cur- 
rent fiscal year compared with 35 
last year. This will represent a 
record production budget, with 
large amortization charges. Sub- 
stantial profits from television re- 
ceipts are anticipated but net in- 
come may be held down by large 
amortization charges in connec- 
tion with the record production 
budget for the year. END 





Oil Strategy 
Around the World 
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been submitted by nearly a score 
of U.S. concerns, none of them 
major international companies. 


Exploration Increased Abroad — 
Reduced at Home 


. The trend abroad by American 
cil producers has had an effect on 
the U.S. domestic oil industry. 
Many of these producers do not 
have the financial resources to 
maintain their domestic explora- 
tion activities and undertake a 
foreign program. They have there- 
fore had to cut back on their U.S. 
activities. The 7.5 percent overall 
decline in domestic oil well com- 
pletions in 1957 was at least 


partly due to this fact. An analy- 
sis of the decline shows that the 
large companies with sufficient 
capital reduced their domestic 
drilling program only very slight- 
ly, despite a sharp increase in 
their foreign activities. However, 
many of the smaller firms shifted 
funds abroad which they would 
otherwise have used for domestic 
exploration. Thus, they contri- 
buted far more heavily to last 
year’s overall decline than did the 
big companies. 


Foreign Companies Also Active 


But the American companies 
are not the only newcomers to the 
international oil search. Many of 
the major oil consuming eountries 
of Europe and Asia are greatly 
concerned about the fact that they 
have no access to any of world’s 
major oil producing areas on 
which they depend so heavily. 
Some companies in those coun- 
tries are therefore determined 
either to break into the estab- 
lished oil areas or develop new 
ones. In this, they have the full 
support of their governments. 

The most active of these com- 
panies is the Italian state oil 
trust, E.N.I., which has been quite 
successful in Egypt where it holds 
the major share in the modest but 
growing oil production in the 
Sinai peninsula. It has also begun 
to explore its recently acquired 
concessions in Iran in which it 
has a partnership with the state- 
owned National Iranian Oil Com- 
pany. Since the Iranian govern- 
ment is to receive 50 percent of 
the partnership’s net profit, and 
since the NIOC, by virtue of its 
partnership, is to receive half of 
the remaining profit, it is often 
stated that the Italian-Irania oil 
deal violates the time-honored 
50/50 principle in the world oil 
industry under which the pro- 
ducing country and the foreign 
producing company share equally 
in the proceeds derived from the 
sale of oil. Actually, this is not 
correct. The NIOC’s partnership 
agreement has nothing to do with 
the 50/50 principle, since it re- 
quires the Iranian government 
company to put up half the capital 
and shoulder half the risks, in ex- 
change for its share of the profits. 
This is a business deal between 
two companies, both of which are 
government owned, and is quite 
different from the 50 percent 
royalty tax on oil company net 
profits, collected by the govern- 
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ments of most major oil produc- 
ing countries. 

Nevertheless, the Italian- 
Iranian agreement has put ideas 
into the heads of government offi- 
cials in several oil producing coun- 
tries. In Iraq, for instance, the 
minister of economics has inti- 
mated that a revision of the exist- 
ing oil agreement with the Iraq 
Petroleum Company may be called 
for, in view of the regional ‘‘most- 
favored-nation” clause regarding 
oil profits contained in the agree- 
ment. From Venezuela, too, an 
important political leader, just re- 
turned from exile, who framed 
Venezuela’s oil concession law of 
1943, has advocated for his coun- 
try “the same 75-25 profit shar- 
ing agreement as prevails be- 
tween Iran and Italy”. 

Another country trying to pry 
its way into the Middle East oil 
fields is Japan. A Japanese oil 
company has, in fact, already 
signed a contract with Saudi 
Arabia for the off-shore conces- 
sion of the Saudi Arabian-Kuwait 
Neutral Zone. This agreement 
does provide for a new profit- 
splitting formula between govern- 
ment and company, namely a 
56/44 ratio. In addition, the 
profits considered for this purpose 
would not only be those realized 
from the sale of crude oil, as is 
now customary, but also from 
transportation, refining and mar- 
keting. This would make the king 
of Saudi Arabia a partner in the 
Japanese company’s operations all 
the way from the wellhead to the 
moment the gasoline goes into the 
consumer’s car or home heating 
unit. 

It is not certain whether the 
deal will actually go through, 
since Kuwait, which holds the 
neutral zone jointly with Saudi 
Arabia, has not given its approval 
to the agreement. In addition, it 
is not quite clear whether the 
Japanese company could go ahead 
without Kuwait. According to the 
oil director of the Saudi Arabian 
government, Kuwait’s approval is 
not required for the specific area 
granted the Japanese. American 
oil company officials as well as 
Kuwaiti and British ofticials are 
inclined to think differently. At 
any rate, the Japanese company 
is not likely to start drilling in the 
near future, without Kuwait’s o.k. 


Established Split-Up in Jeopardy 


If the deal does go through, it 
would give a powerful argument 
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to those Middle East government 
officials clamoring for a higher 
share of oil profits. They may 
either request that the 56/44 split 
be made general throughout the 
Middle East or, which is more 
likely, they may request that their 
countries share equally in all 
profits made from Middle East oil, 
right up to final consumption. 

Thus, the entry of two rela- 
tively small oil companies in the 
Middle East, neither of which has 
yet located a drop of oil there, has 
already given the old-established 
international companies in the re- 
gion some anticipatory headaches, 
and are likely to disturb them a 
good deal more in the future. 

This brings us to the new ex- 
ploration activities carried out 
by the international giants them- 
selves. As we have said earlier, 
these companies have already lo- 
cated enough oil to rest on their 
laurels from now on, and restrict 
their future activities merely to 
develop existing oil areas. The 
reason why everyone of them is, 
nevertheless, feverishly engaged 
in looking for new oil deposits is 
largely due to the political risk 
factor involved in most foreign oil 
holdings. 

The Middle East is today the 
free world’s least stable area. The 
Israel-Arab problem has_ been 
temporarily swept under the rug 
where it lies dangerously smolder- 
ing. Arab nationalism and _ its 
companion piece, anti-Western 
propaganda, are now at an all- 
time high. But above all, Com- 
munist infiltration of the Middle 
East is going ahead at a far more 
rapid pace than is generally real- 
ized. This is the area from which 
the free world draws now nearly 
25 percent of its oil needs, and 
which is the major income source 
for British Petroleum, Compagnie 
Francaise des Petroles, Shell and 
Gulf Oil. 

These companies will now have 
to face the additional threat aris- 
ing out of the fusion of Egypt and 
Syria, since it gives Egypt’s con- 
firmed anti-Western president 
Gamal Abdel Nasser complete 
and direct control over all Middle 
East oil outlets to the West, ex- 
cept for the long and uneconomic 
tanker route via the Cape of Good 
Hope. 

This is probably the main rea- 
son why all major international 
oil companies are maintaining a 
high level of tanker construction, 
particularly super tankers, which 
could be put into service at short 


notice if the Middle East pipelines 
and the Suez Canal became once 
more unavailable to the West. A 
year ago these companies still | of the 


thought in terms of building addi- | 





tional 


compe 


tant © 
» the Be 


tional pipeline facilities in the | each t 
Middle East. Now, however, they | new 


seem to have recognized the | 
greater flexibility of tankers, in 7 


the light of the political realities 
in the Middle East. 

Still the possibility that this 
area may become partially lost to 


stances. The only real protectior 
against such an eventuality is the 
existence of alternative sources. 
Such sources would not only di- 
minish the damage in case of loss, 
but they would also act as a de- 
terrent, since none of the Middle 
East countries would like to see 
its oil trade go to any competing 
nation. 

The major oil companies have, 
of course, quite a number of alter- 
native oil sources. But few of 
these outside North America can 
be considered politically safe. In- 
donesia, for instance, which sup- 
plies the West with over 300,000 
barrels of oil daily, is now in the 
most precarious situation of its 
ten-year history. In fact, it may 
well break up into a number of 
independent areas, each feuding 
with the others. It may also fall 
under Communist domination, 
since it has Southeast Asia’s 
largest Communist party and a 
president, Soekarno, whose pro- 
Soviet sympathies are becoming 
more and more obvious. 

Venezuela is still relatively 
safe. But since the end of the 
Jimenez dictatorship, criticism of 
the U.S.’s past Venezuelan policy, 
which had consisted of ardently 
supporting Jimenez, is becoming 
increasingly vociferous. Such cri- 
ticism is not likely to have any 
direct impact on Venezuela’s oil 
policy, especially, since most for- 
eign oil companies are not in- 
volved in the country’s political 
affairs. But it may create a less 
favorable general climate for U.S. 
business. Furthermore, while most 
of the revived political parties in 
Venezuela are not anti-American, 
there is an active Communist 
party there whose representative 
is a member of the Patriotic Junta 
which sparked the revolution. 
Thus, even Venezuela is not as 
certain as it once was considered 
to be. 

The world-wide exploration ac- 
tivities of both the big interna- 
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tional companies and their smaller 
competitors are therefore impor- 
tant not only to the profitability 


‘of the industry itself but also to 
the security of the West, since 


each barrel of oil discovered in a 


‘new area contributes not only 
'more fuel for the West’s econo- 


mies but increases the diversifica- 


tion of supply sources and thereby 
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' de-emphasizes the West’s depend- 


ency on any one oil supply source, 
no matter how big. END 





Farm Equipment Makers 





(Continued from page 633) 


aid dealers in stocking inven- 
tive for purchasers. 

In view of these changes the 
company projects some highly 
optimistic sales and earnings fig- 
ures for 1958, but with dividend 
deferment likely to continue in- 
vestors would do well to pay close 
heed to political and economic 
developments in appraising the 
forecasts. Nevertheless, the new 
life breathed into the company in 
the last year may eventually pay 
of handsomely. 

Among the smaller producers, 
Minneapolis-Moline increased its 
sales by 3 per cent in 1957, but in- 
ventory write-downs and a change 
in accounting methods produced 
a net loss of $5.72 per share com- 
pared with a small 16¢ profit the 
year before. 

Oliver Corporation was one of 
the few equipment makes to show 
a sales decline in 1957. Farm 
equipment revenues receded 12%, 
and with a sharp decrease in de- 
fense business, total volume was 
off almost 20 per cent. Profit mar- 
gins, which were a low 1.8% in 
1956 narrowed even further in 
1957 to 0.6% and net per share 
dropped to 13¢ from 76¢ a year 
earlier. 





Changing Political-Economic 
Conditions in the Far East 





(Continued from page 627) 


the public repudiation of a fourth 
candidate, Senator Claro Recto 
who based his campaign on mili- 
tant nationalism. 

The victorious former Vice 
President, Carlos Garcia, faces 
his new term with a heavy bur- 
den of problems. The country lost 
more than half its foreign ex- 
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Stating, 


RICHFIELD A 
dividend notice 





The Board of Directors, at a meeting held January 25, 1958, 
declared a regular quarterly dividend of seventy-five cents 
per share on stock of this Corporation for the first quarter ol 
the calendar year 1958, payable March 15,1958, to stock 
holders of record at the close of business February 14, 1958. 


Norman F. Simmonds, Secretary 





RICHFIELD 07/ Corporation 


Executive Offices : 555 South Flower Street, 
Los Angeles 17, California 





change reserves last year due to 
imports beyond its current capa- 
city to pay. The tendency to over- 
import springs from several fac- 
tors. One is an industrialization 
program which has encouraged 
setting up assembly plants de- 
pendent on imported raw ma- 
terials. Time-lags in getting new 
industries operating are also 
partly responsible. Another fac- 
tor was the administration’s 
liberalization of import licensing 
before the election in order to 
win greater support. 

The day of reckoning has now 
arrived. An austerity program 
has been adopted which cuts back 
imports by more than 20 per cent. 
This will necessarily cause some 
slowdown of business activity. 
However, unless adjustment is 
made now, even greater difficul- 
ties will be in store later. This is 
especially true in view of the de- 
veloping recession in this coun- 
try and the global decline in raw 
material prices. Realizing this, 
the Philippine Government is 
moving deliberately to protect the 
peso. 

The Philippines remains one of 
our truest friends in the Far 
East. The country is firmly com- 
mitted to democracy and the free 
enterprise system. Furthermore, 
a number of American notions 
have rubbed off on the average 
Filipino. Like many of us, he 
reads advertising, tries to keep up 


with the Joneses, and longs for 
the latest model. END 





For Profit and Income 





(Continued from page 639) 


stantial rallies from the late-1957 
lows. We still do not see a basis 
for bullishness on them, regard- 
less of promised traffic growth. 


Stock Groups 


Groups performing better than 
the general market recently and 
up to this writing include a num- 
ber which have been more or less 
depressed, and whose medium- 
term earnings prospects are not 
good. Probably they reflect techi- 
cal factors and short covering. 
Some examples are aluminum, 
copper, machinery, metal fabrica- 
ting, paper, radio-television, rail- 
roads, steel, textiles and variety- 
store chains. Others doing better 
than the market for more basic 
reasons are: some building stocks, 
drugs, baking, dairy products, 
packaged foods and _ utilities. 
Among the laggard groups at this 
time are aircraft, air lines, coal, 
meat packers, movies, rail equip- 
ments, mail-order stocks, ship- 
building, sugar and tires. 


Strong 


Stocks performing much better 
than the market at this time, most 
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of which have been doing so for 
many weeks, include: American 
Chicle, American Stores, Ameri- 
can Gas & Electric, American 
Investment, Beneficial Finance, 
Family Finance, Commercial 
Credit, Corn Products, Duquesne 
Light, General Public Utilities, 
National Tea, Lorillard, Ameri- 
can Motors, Penney, Standard 
Brands, Reynolds Tobacco, United 
Biscuit, United States Gypsum 
and Washington Water Power. 


Weak 

Stocks which either have been 
under pressure or unable to rally 
significantly include: Aeroquip, 
Alcoa, American Viscose, Chrys- 
ler, Borg-Warner, Crucible Steel, 
General Motors, Kaiser Alumi- 
num, Foster Wheeler, Phelps 
Dodge, Gulf Oil, Shell Oil, Sun 
Oil, Standard Oil of Indiana and 
Union Carbide. 


Cement Stocks 

There is temporary over-capac- 
ity in the cement industry which 
might not be adequately taken up 
until about 1960. However, a 


plausible speculative case can be 
made out for buying the stocks 
on dips on the following reason- 
ing: (1) If the business reces- 
sion deepens or continues into the 


third quarter, Federal-financed 
road building and other cement- 
using public works will be stepped 
for “pump priming”; (2) if busi- 
ness improves, there would be a 
material revival in private con- 
struction over a period of time; 
(3) because 1957 earnings were 
cut sharply by a strike, a sizable 
rebound in 1958 profits is in any 
event likely. Operating in the 
south and _ southwest, General 
Portland Cement is among the 
best-situated companies. It prob- 
ably earned less than $3.50 a 
share last year, against 1956’s 
$4.58. It might net $4.50 to $5 a 
share this year. Including a re- 
cent 50-cent extra, dividends are 
on a $2.30 basis. Around 60 in a 
1956-1958 range of 753-4754, the 
stock offers above-average longer- 
range possibilities, although we 
question the need to reach for it. 


END 





Progress Report 
On All-Defense Industry 
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McElroy—augers well for new re- 
lationships in defense contracting. 
One of the most worrisome facets 
of rendering an industrial service 
to the Pentagon has been the Wil- 
sonian doctrine of “billions for 
hardware and nickels for research 
and planning.” This attitude has 
shifted much of the research job, 
and the costs, from public to pri- 
vate operation. But while that has 
put private industry in a better 
position to judge whether specifi- 
cations should be changed, the 
benefits of new methods and new 
materials applied, there is a lurk- 
ing chance of losing money by at- 
tempting to help. Industry now 
has put it on the line to the Penta- 
gon: the private research and the 
striving for better materiel, in- 
volving, if necessary, charges en- 
route, will be continued. But it 
will be continued at a price. In- 
dustry no longer is willing to 








Sun Life of Canada Pays $34 Million in 
Policyholder Dividends; U.S. Sales Up 


Company sells total $917 million new life insurance in ‘57; $73 billion 


life insurance now in force; $155 million paid to policyholders in 1957. 





Higher policyholder dividend 
payments and a new sales record 
for the Sun Life Assurance Com- 
pany of Canada are among the 
highlights of the year announced 
by George W. Bourke, President, 
in his review of the Company’s 
business for 1957. During 1958, 
Sun Life will pay out $34 million 
in dividends to policyholders, an 
increase of $2% million over the 
amount paid out in 1957. New 
life insurance sold in 1957 
amounted to $917 million, largest 
amount ever sold by any Cana- 
dian company in one year and 
an increase of $63 million over 
the old record set just a year 
ago. A substantial proportion of 
the new business originated in 
the United States, where Sun 
Life has 36% of its insurance in 
force. Included in the new busi- 
ness total was $243 million of 
group life insurance. Sun Life’s 
insurance in force now exceeds 
$7,749,000,000, more than twice 
the amount in force ten years 





ago. Life insurance and annuity 
business combined is now the 
equivalent of $10,150,000,000 of 
life insurance. 


BENEFIT PAYMENTS 

The Report also reveals that 
$155 million in benefits was paid 
out to policyholders and benefi- 
ciaries in 1957. Of the total $49 
million was paid to beneficiaries 
of deceased policyholders, rep- 
resenting a substantial contribu- 
tion to family welfare. Living 
policyholders and annuitants re- 
ceived $106 million. Payments to 
policyholders and _ beneficiaries 
since the first Sun Life policy 
was issued in 1871 have now 
reached $3,295,000,000. 

Mr. Bourke referred to the 
current level of death rates in 
the United States and Canada. 
Almost 60% of Sun Life death 
claims incurred during 1957 were 
due to disorders of the heart and 
circulatory systems. The propor- 
tion of claims due to cancer — 


19% of the total — represented 
the second major cause of death. 
There is an obvious need for ex- 
tensive medical research and the 
Sun Life is continuing to make 
contributions for this important 
study, he said. 


“T believe that the better in- 
formed people become as to the 
benefits of life insurance,” Mr. 
Bourke said, “the more insur- 
ance they will buy and the more 
they will insist on programs 
carefully designed to cover their 
fundamental insurance needs. 
These needs are still so far from 
full satisfaction that we can look 
forward with every confidence 
to the continued growth and 
prosperity of our business.” 


A copy of Sun Life’s complete 
1957 Annual Report, including 
the President’s review of the 
year, is being sent to each policy- 
holder. There are over 100 
branches to serve you through- 
out North America. 











THE MAGAZINE OF WALL STREET 











_™ 





re- 
lg. 
sts 
ice 
il- 


n- 
to 


312%, Points Profit Now Available 


---on the 16 stocks in our open position! 





SOUND PROGRAM FOR 
1958 


For Protection — Income — Profit 


There is no service more practical... 
more definite . . . more devoted to your 
interests than The Forecast. It will bring 
you weekly: 


Three Investment Programs to meet 
your various aims ... with definite 
advices of what and when to buy and 
when to sell. 


Program 1—Top grade stocks for security and 
assured income with excellent ap- 
preciation potentials. 


Program 2—Special dynamic situations for sub- 
stantial capital gains with large 
dividend payments. 


Program 3—Low-priced stocks for large per- 
centage growth. 


Projects the Market . . . Advises What Action to 
Take . . . Presents and interprets movements by 
Industry of 46 leading groups comprising our broad 
Stock Index. 


Supply-Demand Barometer .. . plus Pertinent 
Charts depicting our 300 Common Stock Index. 
100 High-Priced Stocks. 100 Low-Priced Stocks; 
also Dow-Jones Industrials and Rails from 1950 
to date. 


Dow Theory Interpretation . . . tells whether 
major and intermediate trends are up or down. 
Essential Information for Subscribers . . . up-to- 
date data, earnings and dividend records or 
securities recommended. 


Telegraphic Service . . . If you desire we will wire 
you our buying and selling advices. 


Washington Letter—Ahead-of-the-News interpreta- 
tions of the significance of Political and Legisla- 
tive Trends. 


Weekly Business Review and Forecast of vital hap- 
penings as they govern the outlook for business 
and individual industries. 











Mal Coupon 


Gn our previous advertisement we pointed to profits of 
263°, points on the stocks recommended in our bulletins. 
Now, our January audit shows that these 16 issues have 
added 482 more points — to total 3124 points appreciation 
from our initial buying prices. 


We are proud of the manner in which our selections 
stubbornly resisted general decline, and the buoyancy of 
their recovery... for example. our American Tobacco just 
set a new 1957-58 high. Our stocks are principally in two 
strategic categories: 


(1) High grade issues among tobaccos, utilities, food, 
banking — which provide security with assured divi- 
dends. They may benefit further from easing in money 
rates. 


(2) Leaders in missiles, high-energy fuels, rocket en- 
gines, electronics... prime beneficiaries of our revital- 
ized defense program. 


Our success in meeting the challenge of the difficult 1957 
market was outstanding. We were virtually alone in advis- 
ing subscribers to “salt down” handsome profits in May and 
July ...to increase cash reserves to 52%, just before the 
major decline got under way. 


Subscribers know that we will advise them just how long 
current Forecast stocks should be retained... and WHEN 
and WHERE cash reserves should be reinvested as excep- 
tional new investment values emerge. 


ENROLL NOW — STRENGTHEN YOUR ACCOUNT 


Mail your enrollment today with a list of your holdings (12 
at a time). Our staff will analyze them and advise you 
promptly which to retain—which are overpriced or vulner- 
able. By selling your least attractive issues you can release 
funds to purchase our coming recommendations when we 
give the buying signal. 








Joday THE INVESTMENT AND BUSINESS FORECAST 


Special Offer I enclose [) $75 for 6 months’ subscription: [] $125 for a year’s subscription 


MONTHS’ $75 








SPECIAL OFFER—Includes one month extra FREE SERVICE 











of The Magazine of Wall Street, 90 Broad Street, New York. N. Y. 


(Service to start at once but date as officially beginning 
one month from the day you receive my payment.) 
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carry the load without adequate 
compensation. This will increase 
the unit cost of purchased mate- 
rial but it should also make for a 
better defense industry. The im- 
plied guarantees from Capitol 
Hill have prompted the Defense 
Secretary to indorse military and 
civilian pay increases that will 
mean $1 billion less hardware 
each year. But, again, there are 
compensating benefits: enough 
competent workmen on the job, 
a sufficient number of hours, in- 
cluding overtime when desirable, 
to do the job. 


Important Missile Decisions 
Coming 


Major basic decisions are in the 

making on missiles. William Hola- 
day, McElroy’s missile director, 
has been supported in his plan to 
proceed with production on both 
the Thor, manufactured by 
Douglas, and the basic Jupiter, 
which is a Chrysler product. 
These are mid-range ballistic mis- 
siles. The Air Force was in- 
structed to place them in opera- 
tion although that service, pri- 
vately, would prefer to concen- 
trate on Thor. 

Here, again, is raised a ques- 
tion of fundamental interest to 
industry. Thor and Jupiter mid- 
range missiles are liquid pro- 
pelled. The Air Force is insisting, 
barely within the l:mits of sub- 
ordinate action, that the $300 mil- 
lion allocated to Jupiter should be 
diverted to development of a solid 
fueled Thor II. Implicit in a pro- 
gram of liquid propelled arma- 
ment is a question of storage. Not 
a grave obstacle at domestic in- 
stallations, but unsuitable to 
NATO allies who want mobile 
bases. Turkey stands alone in ap- 
proving fixed missile bases. 

The Pentagon appears to be in 
an acquiescent mood. To show its 
interest in solid fuels, the Air 
Force is giving development con- 
tracts on this propeilant. Further 
expressions of interest augur well 
for Lockheed whose Polaris is a 
Navy developed weapon for use 
under water, firing from submar- 
ines. This smaller missile will 
have a 1500-mile range. It is still 
under development, recently ad- 
vanced to a top priority status. 

It seems safe to predict, based 
on persistent grapevine advices, 
that Thiokol and Aerojet-General 
will receive substantial contracts 
for development of solid propel- 
lants. Astrodyne, a new company 
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formed by Phillips and North 
American, is linked to talk of con- 
tracts from available funds for 
solid fuel development. 

Contractors still working with 
liquid fuel propellant will watch 
developments closely. They may 
be called on for rapid changeover 
on short notice. 

Much has been speculated con- 
cerning the Jackson-Symington- 
Russell amendment to add $2 bil- 
lion to the defense program; 
earmark it for plane research and 
development, and for the assem- 
bly lines. It will be noted that the 
senators hail from states which 
are large producers of military 
aircraft — Washington, Missouri, 
and Georgia. The list is impres- 
sive. The timing of their an- 
nouncement is significant; it came 
directly after the Pentagon hinted 
a new cutback in plane procure- 
ment, and attendant reduction of 
working forces was in sight. To 
permit this to happen could be 
politically fatal te Jackson and 
Symington. A $2 billion program 
for planes would be political in- 
surance for the pair and for some 
of their colleagues. In the present 
state of Congressional mind, it is 
likely that the amendment would 
carry. 

However, the three senators are 
not primarily interested in adding 
more billions to the defense cost; 
they seek to safeguard the plane 
industry by insuring that concen- 
tration of thought on missiles and 
satellites will not be accompanied 
by confinement of appropriations 
to these newer items. It is note- 
worthy that they withheld the 
amendment when the $1.2 billion 
deficiency appropriation bill cov- 
ering extra missile and research 
expenses was before Congress. 

The conclusion seems inescap- 
able that Jackson, Symington, and 
Russell know they have a potent 
lever to pry money loose for mili- 
tary planes, but just as long as it 
isn’t essential to force the issue 
they will withhold. 





The Trend of Events 
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everybody. 

It is particulary essential that 
our expenditures for defense be 
realistic, for success such as our 
launching of the “Explorer” gave 
the entire nation a psychological 
lift and re-birth of confidence, 
while the failure of the “Van- 


THE MAGAZINE 


”? 


guard” spread despondency. Be- 
cause we are all sensitive to our 
progress in the race for space, it 
is all the more important that we 


do not spend like crazy, but rather | 


try to make each dollar count . 


mere disbursement of substantial | 
sums will not lift us out of reces- | 


sion, if this money is wasted or 


fails to achieve results for which 


we are striving. 


On the foreign front, too, our 


spending should be _ prudently 
planned, and we would advocate 


a policy of loans rather than gifts. | 


It is significant that the degree of 
success we have achieved in our 
foreign aid program has not been 
proportionate to the amount of 
dollars spent. Our foreign aid ap- 
propriations, therefore, 
work in double harness with com- 
mon sense and proper administra- 
tion if our money is to reach those 
for whom it is intended, and at- 
tain the ends for which it is being 
spent by us. In those areas where 
Russia seems to hold the upper- 
hand at least for the present, she 
has often granted or loaned a 
relatively small amount compared 
to our own appropriations. This 
should drive home the point that 
there must be method and thought 
in our foreign aid, not just 
money. 

In view of the dearth of new 
ideas, it might be worthwhile to 
study the methods used by West 
Germany, which coupled with 
hard work, enabled that country 
to accomplish an economic and 
financial miracle, starting from 
scratch, with every disadvantage, 
including the hopelessness of a 
conquered people. END 





Keeping Abreast of 
Corporate Developments 
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preparation. This major office 
procedure is the heart of accounts 
receivable operations in thousands 
of small and large businesses. 
Priced at approximately $5,600, 
the new computer, which embod- 
ies magnetic core “memory”, can 
be programmed to automatically 
retain and type out total gross 
sales, taxes, shipping charges, 
invoice totals, or other selected 
accumulations for management 


must | 
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review, daily. Simplicity of oper- 


ation and ease of training opera- 
tors are two of the most impor- 
tant advantages of the new IBM 
machine. END 
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"THANKS — don't mind if I dol" 


It’s a far cry from those early times 
when the ancients sipped beer through 
straws—to today’s. handy, sanitary 
packaging of beer in cans of steel (the 
‘tin’? can is 99% steel..tin-coated to 
resist corrosion). 


The brewing industry—which en- 
riches our economy by annual dis- 
bursements of some $3.5 billion 

finds householders go for beer in cans 
for its ease of handling and storage. 
And brewers themselves go for steel 
because of its low cost, its strength, 
its availability. In fact; the industry 
filled a record 8 billion cans of beer and 
ale in 1956, using more than a billion 
and one-half pounds of steel and tin. 


How many ¢ans are used for all prod- 
ucts in the U.S. each year? More than 
40 billion, a preponderant majority 
containing foods and beverages. This 
means that tin plate must be in constant 
supply in vast quantities. And that’s 
where our Weirton Steel Company 
comesan—as a major supplier of both 
electrolytic and hot-dipped tin plate. 


Of course, tin plate is just one of the 
many products made by National 
Steel Corporation. Our research and 
production men work closely with 
customers in many fields to provide 
better steels for the better products 
of all U.S. industry. National Steel 
Corporation, Grant Building, Pitts- 
burgh, Pennsylvania. 


National Steel 


, OWNING AND OPERATING Great Lakes Steel Corporation ¢ Weirton Steel Company 


Stran-Steel Corporation e The Hanna Furnace Corporation ¢ Hanna Iron Ore Company 


Natioial Mines Corporation ¢ National Steel Products Company 








